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EC behind 
schedule on 
standards for 
single market 

The European Community is 
falling badly behind in its 
drive to create the European 
standards pswra rt t a l to its 
planned single market 
The Brussels Commission 
fears only a small proportion 
of the roughly 3,000 standards 
needed win be ready by the 
end of 1992. Page 18 

Yemeni unity step 

Conservative North and Marx- 
ist South Yemen moved closer 
to a merger with an announce- 
ment that the armed forces 
of the two countries bad been 
technically dissolved ahead 
of a unity declaration expected 
later this month. Page 4 

Car bombs kill 22 

Three car bombs killed at least 
22 people in Colombia as the 
country’s drug barons 
appeared to switch to indis- 
criminate attacks in their 
nine-month-old war a gain** 
the government 

Coup attempt fails 

Three people were Mhad and 
20 injured in a foiled coup on 

ths Tnrifam O poth inland of 

M a da gascar. Rebels seized the 
state radio station, but the gov- 
ernment quickly regained con- 
trol. Page 4 

Minority rights plan 

The South African Govern- 
ment spelt out its negotiating ' 
position ahead of talks on the 
country's constitutional future, 
in a 12-point plan to protect 
minority rights. Page 4 

Vandals daub graves 

Some 250 Jewish graves in the 
northern Israeli city of Haifa 
ware found daubed with anti- . 
Israeli graffiti in an attack 
apparently inspired by the des- ■_ 
ecratkm of Jewish graves In 
France last week. Page 4 

(IS airmen shot dead 

Suspected- communist guexril- 
lasahot deadtro American y 
airmen pat&tie Clark air-base - 
on the eve of US-Philippine . 
"taBcs onlhefiifwrer QEAnKrt ” - - ■ 
can military bases in. the cmm- • 
try. Talks on bases; Page 4 . _ 

Refugees ftee Chad 

Sudan rays some 10,000 refu- 
gees have entered the country 
following renewed fighting 
between Chadian troops and 
opposition forces. 

G od de s s docks 

The Goddess of Democracy 
radio ship docked at Taiwan’s 
Keelung harbour as organisers 
said its mission to broadcast 
pro-democracy messages to : 
China was in trouble. 

Algerian floods ' 

At least IB people died in tor- 
rential rains that washed away 
four bridges and isolated large 
sections of northern Algeria; - 

Italian super-gun link 

The Italian seizure of more 
than 90 tonnes of steel forgings 
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White House 
sets $50bn 
initial target 
for deficit cut 

The Bush Administration baa 
set an initial target of a 

roughly $50bn reduction in 
the federal deficit in budget 
negotiations with congression- 
al leaders, due to start tomor- 
row in a mood of mutual suspi- 
cion. Democratic leaders are 

insisting that Mir Bush declares 
his hand first Page 18 

EUROPEAN Monetary System: 
The French franc was weak, 
around the bottom of the EMS 
last week, on political uncer- 
tainty after the French Govern- 
ment was forced to survive 
a censure motion. Support for 
the franc was provided by the 
Bank erf Italy, as the lira 
touched its upper divergence 
limit within the system. The 
D-Mark had a firmer tone, but 
was held In check by selling 
of the-currency against the 
strong Swiss franc. 
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Moscow plans for 
heavy job losses 
in market economy 
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for Iraq's supergun is the first 
confirmation that more than 
one country may have been 
involved in its manufacture. 
Page 2 

Battle meeting plea 

Leaders of the three Baltic 
republics sent President Mik- 
hail Gorbachev a telegram ask- 
ing him to set a time and place 
for discussions an restoration 
of their sovereignty. Baltic 
states meet, Pages 

OHw bra nch 

Iraqi President Saddam Hus- 
sein proposed a meeting with 

I ranian Pr aaidg nt AB A Kh ar 
Hgghwml Rnfawrrjnnl to break 

the deadlock which followed 
the Gulf War. Page 4 

Rebels attack train 

At least 18 people were killed 
in a rebel attack on a train in 
southern Mozambique. 

Chinese leader Eves 

Chinese senior leader Deng 
Xiaoping dispelled widespread 
rumours of his death when 
he met Egyptian President 
Hoani Mubarak in his first 
known engagement in nearly 
three months. 

Boesky to testify - v 

Ivan Boesky, the convicted . 
stock speculator on whose evi- 
dence the US Government has 
built its Wall Street investiga- 
tions, is to testify in public 
today for the first time. 

Gas factory blocked 

A West German minister said 
in Israel that Bonn had 
thwarted covert Libyan efforts 
to obtain machinery for a sec- 
ond poison gas factory. 

Deportation threat 

The British Home Office said . 
that more than 30 Chinese peo- 
ple had gone into.hiding in' 
Britain to avoid deportation. 


The chart shows the con- 
straints on EMS exchange 
rates. The upper grid, based 
on the system's weakest "cur- . 
rency, defines the cross-rates 
firm which only the peseta may 
moaebymore than2U per cent 
The lower chart gives eurren- - . 
-aes’dfaeryencefixm the, central - 
rate against the European Cur 
rmey Unit (EcuX - 

ERICSSON, the Swedlshtele- 
comnundcatiohs group, in 
partnership adth the German 
company Siemens AG, has 
been awarded a DM350m 
($ 2 ll m) contract to implement 
the digital mobile ceihuar sys- 
tem D2 by Mannesmann Mobil- 
funk of Dtisseldorf. The system 
will start in sendee at the end 
Of 1992. Page 3 

JACOBS SUCHARD USA, 
American subsidiary of the 
Swiss confectionery and coffee 
company, foiled in its attempt 
to win Foreign Trade Zone sta- 
tus. Chicago-based Suchard 
USA, formerly KJ. Brach & 
Sons and the third largest 
candy maker in the US, sought 
the status to save on sugar 
purchases. Page 23~ 

SEIBU Safson International, 
part of the Japanese Saison 
conidomerate that bought the 
Intercontinental hotel chain •• 
in 1988, has acquired 10 per 
cent of Mr Richard Branson's 
Virgin Atlantic airline and 
travel group in excha n ge for 
a £36m (360.12m) injection of 
equity and convertible loan 
capital. Page 8’ 

•FINANCING German unifica- 
tion will be the subject of talks 
In East Berlin today amid, signs 
that the overall budget deficit 
for a united Germany next 
year could top DMIOObn 
($60-24bn). Page 3 
INVESTMENT: Two invest- 
ment funds totalling $500m 
which will invest in US mort- 
gage-backed securities will be 
la unched In Europe by Citicorp 
this week. Both are aimed at 
non-US institutional Investors. 
They were being marketed In 
Japan last week. Page 23 

UK-Treasury plans to warn 
spending ministers that it will 
be forced to increase taxes in 
next year’s Budget unless they 
scale back substantially bids 
which would increase their 
spending by around £l5bn 
(|25jOGbn) next year. Page 6 

STANDARD & Poor’s, US 

credit rating service, expects 

the slump in the reel estate 
- Bec toc and related loan prob- 
lems to lead to the downgrad- 
ing of several US banking 
groups soon. Page 23 

MEXICO’S Congress voted to 
end government control of the 
hnniring industry, nationalised 
eight years ago to halt massive 
capital flight at the height of 
the foreign debt crisis. 

FRANCK’S stock market super- 
visors have produced a batch 
of new regulatory texts which 
will; if approved by F inan ce 
Minister Pierre Berdgovoy, 
form the basis of French prac- 
tice on flna* 1 ™**! info rm a tio n, 
insider dealing and market 
manipulation. Page 23 


By Quentin Peel in Moscow 

THE SOVIET Government has 
drawn up a Rbs4bn ($6.5bn) 
plan to cope with a sharp rise 
in unemployment, including 
up to 2m people likely to be 
sacked from bankrupt state 
enterprises, as the Soviet 
Union switches to a market 
economy. 

Details of the plans have 
been made public m the latest 
attempt to reassure the Soviet 
public about the painful conse- 
quences of President Mih-hwU 
Gorbachev's economic reforms. 

Mr Gorbachev, in an effort to 
confirm the switch to a 
system, has stepped up his 
public campaigning during tbe 
past two weeks. He has 
insisted that the move will nei- 
ther mean a complete switch to 
market capitalism, nor unac- 
ceptable suffering for the poo- 
rest people in Soviet society. 

However, he has admitted 
that it would mean a large 
increase in structural unem- 
ployment, and would require 
huge efforts to provide social 
compensation to fixed-income 
earners and the low-paid. 

The unemployment counter- 
measures were spelt out by Mr 
Valery Kolosov, director of the 
labour resources and employ- 
ment department at the State 
Labour Committee. 

He said that Rbs4bn would 
be needed to cope with the rise 
in the number of jobless, with 
more than half devoted to 
retraining programmes, 
BbsSOOm an creating new jobs, 
and Rbs200m on paying unem- 
ployment benefits. 

Every worker would be guar- 
anteed a full salary for three 
months after losing his or her 
job, followed by at least 50 per 
cent -pay for another year. 
After feat they would be enti- 
tled to unemployment benefit. 


equal to the minimum wage, 
for another 28 weeks. He did 
not say what would happen If 

that. ptosnment 

Mr Kolosov said that at least 
2m people were already classi- 
fiable as unemployed in the 
Soviet. Union according to 
international «*«nriarriB_ 

“By 1995 their number could 
increase to between 5m and 
8m, and consequently all the 
problems associated with 
unemployment would be aggra- 
vated.” 

He said the State Labour 
Committee estimated that 2m 
people would be laid off in 
mass redundancies, presum- 
ably caused by the closure of 
lns HtroWng enterorises. while 
another 2.5m would enter the 
labour market for the first 
time. About im of the first- 
time job seekers might be left 
without work. 

He suggested that the prob- 
lem of hidden unemployment 
could be for worse. “The mar- 
ket cannot cause moss-scale 
unemployment,” he said. 
“However, inefficient and 
unskilled labour would be dis- 
placed. Today, there are about 
8m- 10m people in this cate- 
gory” 

Mr Gorbachev told tbe 
Moscow workers last week that 
“it is now clear that what 
takes two or three people to do 
here is done by one person in 
the West.” 

In a bid to soften his mes- 
sage, Mr Gorbachev added that 
“structural unemployment” 
was inevitable, but that it 
would be temporary. 

Mr Nikolai Ryzhkov, the 
Prime Minister, in a television 
interview on Saturday irigtated 
that there were 10m jobs unfil- 
led in the service sector, which 


UK troop euts to form 
part of Nato arms talks 


By David White, Defence Correspondent, in London 


THE UK Government plans to 
put forward proposals for 
reducing 'British forces in Ger- 
many as early as this autumn, 
as part of a new Nato arms 
negotiation platform, accord- 
ing to senior Officials. 

The proposed cut in the UK’s 
70,000-strong military presence- 
would be discussed along with 
other troop levels in tbe cen- 
tral region in fresh arms con- 
trol talk* immediately follow- 
ing an agreement in the 
current Conventi onal Armed 
Forces In Europe (CFE) negoti- 
ations in Vienna. 


The UK wants these talks, 
involving the 23 Nato and War- 
saw Pact countries, to be held 
under the same mandate as the 
CFE negotiations. 

The future strength and 
composition of UK forces in 
West Germany are at the cen- 
tre of a review being carried 
out by central staffs at the 
Ministry of Defence. 

The forces include three 
armoured divisions of the Brit- 
ish Army of the Rhine, with 
about 55,000 troops, which the 
UK is committed to keeping in 
West Germany under the 


treaty governing the nine-na- 
tron Western European Union. 

The UK originally opposed 
bringing its troops into the 
arms control talks, and unto 
recently argued for a pause 
after the current negotiations 
before further cuts were con- 
sidered. 

However, both Foreign 
Office and Ministry of Defence 
officials said they now foresaw 
new talks very soon after a 
CFE treaty. They would coin- 
cide wi th planned negotiations 
Continued on Page 18 
Vienna talks. Page 2 


Philips expected to announce 
drastic restructuring measures 


By Laura Raun 

TOP EXECUTIVES of Philips, 
the troubled Dutch group 
which is Europe’s largest elec- 
tronics company, were locked 
in crists talks over the week- 
end. ahead of what is expected 
to be an important announce- 
ment by the company this 


A series of drastic measures 
intended to turn around the 
group is expected. There has 
been speculation these could 
Include the departure of Mr 
Cot van der Klugt, 65, Philips’ 
chairman. 

Today’s announcement is 
likely to include a re-shuffle of 
other top management, includ- 
ing the possible early retire- 
ment of at least two board 
members. The Philips board 
may also be reduced m size. 

Mr- van der Klugt, chaftnmm 


CONTENTS 


since ' 2986, has already 
announced plans to retire in 
July next year. He is doe to be 
succeeded by Mr Jan Timmer. 
who now heads the consumer 
electronics division. 

If he were to step down now 
it would be an historic move - 
it is rare for the top executives 
at Dutch companies to resign 
when their companies run into 

In addition to speculation 
about Mr van der Klugt, there 
have been suggestions that 
Philips may seek government 
financial aid to survive as a 
repository of strategic high 
technology for the European 
Community. 

Mr Wisae Dekker, chairman 
of the supervisory board, 
rushed back to Eindhoven 
early last week to take control 


THE MONDAY INTERVIEW 

“If you want to see the 
benefits of stability, all 
you have to do Is look 
at Japan”, says US 
Treasury Secretary 
Nicholas Brady (left). 
He adds: “We should 
be headed In their 
direction". 

Page 34 


of the rescue operations. He is 
a former Philips chairman. 

Earlier this month, the Phil- 
ips main board said it was 
“astonished” by the plunge in 
earnings in the first three 
months of this year. 

It announced that profits 
excluding extraordinary gains 
plunged to only Fl 8m ($L07m) 
in the first quarter from FL 
223m a year earlier, dragged 
down by foreign exchange con- 
versions and losses in comput- 
ers and integrated circuits. 

Three weeks earlier, Mr van 
der Klugt had told sharehold- 
ers that business was on 
course for higher profits in 
1990. 

Dutch MPs have summoned 
Philips representatives to Par- 
liament to explain what has 
gone wrong. 
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could absorb those losing their 
jobs in bankrupt state enter- 
prises. 

Mr Ryzhkov also promised 
that prices for a wide range of 
essential foods would still be 
controlled after retail prices 
were reformed in January, 
199L 

The Soviet labour force num- 
bers rather less than 120m, so 
even unemployment of 6m is 
not on a par with tbe problem 
in some capitalist countries. 

This week is expected to be 
critical for the final shape of 
the reform programme, with 
meetings of both the Council of 
Ministers - the Soviet govern- 
ment - and Mr Gorbachev's 
Presidential Council, expected 
before the plans are finalised 
for presentation to the 
Supreme Soviet on May 2L 

They have already been sent 
back for redrafting - partly to 
provide greater social protec- 
tion, and partly for more radi- 
cal measures to cut back state 
bureaucracy - by the Presi- 
dent’s Council, arousing wide- 
spread suspicions that they 
would be long delayed and 
weakened. 

However, Mr Gorbachev and , 
Ms closest economic advisers : 
are sounding determined that 
the switch to a market econ- 
omy will be swift 

Mr Ryzhkov, who holds more 
cautious views, said he 
rejected “shock therapy” as a 
possible alternative, and 
insisted that prices for food- 
stuffs including meat, milk, 
bread, butter, sugar and oil 
would remain controlled, and 
promised “foil compensation” 
for groups such as students, 
pensioners, large and 

low-income families. 

Estonians Ignore Gorbachev’s 
offer, Page 3 


Kohl loses 
control of 
upper house 
in election 
setback 

By David Marsh in Bonn 

WEST GERMANY’S governing 
Christian Democratic Union 
s uffe red a serious setback in 

two key state elections yester- 
day, losing Lower Saxony and 
falling to dent the Social Dem- 
ocrats’ absolute majority in 
North Rhlne-Westphalla. 

The Social Democrats’ wins 
In two northern states com- 
prising 40 per cent of the coun- 
try's population greatly com- 
plicates Chancellor Helmut 
Kohl’s policy -making over fin- 
ancing German reunification. 

The loss of Lower Saxony, 
where Mr Ernst Albrecht, the 
Christian Democrat Premier, 
had ruled for 14 years, 
deprives Mr Kohl's Christian 
Democrats of a majority in the 
Bundesrat, the upper house of 
Parliament, which has a sig- 
nificant influence over Bonn’s 

ftnanrial p ^letoa. 

Mr Kahl admitted last night 
his g arty had suffered a **pain- 

West Germany is now 
divided between Social Demo- 
crat-held northern states and 
the conservative-run South. 
The uncertainties created by 
the new political arithmetic 
appeared last night to Increase 
the rtianMw of accelerated all- 
German parliamentary elec- 
tions in both East and West 
Germany, perhaps In the early 
New Year. 

Mr Kohl Is due to meet Mr 
Lothar de Maizlere, the East 
German Prime Minister, in 
East Berlin tonight for further 
talks about unity. 

Voting in both polls was 
heavily by mount- 

ing concern In West Germany 
over the social and economic 
costs of unity. 

Mr Volker Rfihe, general 
secretary of the Christian 
Democrtaifcs, called the par- 
ty’s depressing score “partly a 
victory for the fear-mongers”. 
The West German results con- 
trast with East Germany, 
where yearning for a quick 
merger with, the west has car- 
ried the Christian Democrats 
'to resounding Victories fo the 
co untr y ' s first two democratic 
elections in the last two 
mouths. 

Yesterday’s results repre- 
sented the IXth set of defeats 
for Mr Kohl's party in 12 West 
German regional and national 
elections (i nc l udin g last year’s 
European elections) since the 
last general election in Janu- 
ary 1987. 

In Lower Saxony. Mr Ger- 
hard Schrfider. the jubilant 
candidate for the premiership, 
saw the Social Democrats in 
Continued on Page 18 


Thatcher ready 
to join exchange 
rate mechanism 

By Philip Stephens, Political Editor, in London 


MRS Margaret Thatcher has 
dropped her veto on full Brit- 
ish membership of the Euro- 
pean Monetary System, paving 
the way for sterling to partici- 
pate in the EMS exchange rate 
mechanism within the next 
year. 

Her change of heart, sig- 
nalled obliquely at the Scottish 
Conservative Party Confer- 
ence, leaves the timing of a 
decision to join in the hands of 
Mr John Major, the Chancellor. 
His cabinet colleagues believe 
that be will give tbe go-ahead 
around the torn of the year 
when Britain's Inflation rate 
should be on a firmly down- 
ward trend. 

The Prime Minister's shift 
comes as part of a much wider 
reshaping of the Government's 
policy towards European inter- 
gration designed to emphasise 
that it will adopt a positive 
approach. 

Last Thursday a key cabinet 
committee chaired by Mrs 
Thatcher - Overseas and 
Defence - gave broad approval 
to a shopping list of ideas for 
institutional changes as 
Britain’s contribution to the 
European Community’s debate 
on political union. 

The list, drawn up by Mr 
Douglas Hurd, the Foreign Sec- 
retary, includes suggestions 
that the European Parliament 
should be given greater powers 
of finaciol scrutiny and that 
majority voting within tbe 
council of ministers might be 
extended to areas such as the 
environment 

Mrs Thatcher has also given 
Mr Major the go-ahead to table 
new proposals on European 
economic and monetary union 
ahead of tbe Intergovernmen- 
tal Conference (IGC) later this 
year. They fall short of the sin- 
gle currency sought by some 
other governments, but repre- 
sent a significant advance on 
Britain’s original plan for a 
system of "competing curren- 
cies". 

Senior ministers say that tbe 
Prime Minister has not altered 
"her hostile attitude to many of 
'the ide&s advanced by Britain’s 
partners. She has accepted, 
however, that both the domes- 
tic and international political 
situation point to the need for 
the Government to be seen to 
be taking a constructive 
stance. 

Speaking in Aberdeen at the 
weekend, Mrs Thatcher indi- 
cated that she now accepted 
that her principal remaining 
condition for participation in 
the ERM - a fell in the inflation 
rate to closer than the Euro- 
pean average - was much 
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Thatcher: change of heart 

Brltain is to offer 
Czechoslovakia advice on 
how to solve unemployment 
problems. Mr Michael 
Howard, UK Employment 
Secretary, is to agree a pack- 
age under the Government's 
£75m (3122m) “Know How" 
initiative to help new east 
European governments. The 
measures hare been devised 
in the expectation of a sharp 
rise in Czech unemployment. 
He said the initiative would 
draw on Britain's experience 
of economic restructuring tn 
the 1980s. Page 6 

closer to being met than tbe 9.4 
per cent "headline" rate for the 
retail prices index suggested. 

She echoed recent state- 
ments by Treasury ministers 
saying that the appropriate 
comparision was between 
Britain’s "underlying” infla- 
tion rate of 6.5 per cent and the 
comparable European level of 5 
per cent. “If you compare like 
with like, we are not so far 
above Europe’s average for 
inflat ion", she said. 

The Prime Minister also sig- 
nalled her acceptance of the 
argument than full member- 
ship of tbe ERM could rein- 
force the Government's efforts 
to get down inflation and inter- 
est rates before the next gen- 
eral election. She insisted that 
tbe EMS did not provide a “soft 
option" before adding that: 
“The truth is that the ERM is a 
supplement to sound financial 
policies, not a substitute". 

Mrs Thatcher indirectly 
acknowledged the political 
advantage that the Labour 
Party is deriving from its com- 
mitment to the ERM by Insist- 
ing that the opposition “could 
not manage” the firm financial 
discipline required. 

Lombard, Page 17 


. . . 9.5 million potential 
customers right on the doorstep 
and with 2 free ports and air 
freight facilities only 40 
minutes away - international 
markets are within easy 
reach . . . 

. . . Commercial properly and 
development land at 
competitive prices, with grants 
available for construction, 
refurbishment, research 
and development and 
marketing. . . 

. . . The advice and expertise 
offered by the local authority is 
second to none - making 
relocation painless . . - 

. . . The choice , size and style 
of housing is wide with prices 
well below the national 
average. 
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- Italy strikes off the final shackle on the free movement of capital 


THE ITALIAN economy today 
emerges from more than to years of 
autarchy and financial protection 
wtn the removal of all controls on 
the movement of capital into and out 
of the country. The new era is expec- 
ted to Impose hitherto unknown dis- 
ciplines on economic management 
which, among other things, could 
require evidence of a more urgent 
attack on a budget deficit which has 
stubbornly resisted every political 
effort over the past three years to 
reduce It in nominal terms. 

.Appropriately, the new freedoms 
arrive at the start of a week when 
the Government is planning its rit- 
ual mid-year manoeuvre to bring the 
deficit back into line with its budget- 


ary target. On Friday, ministers are 
expected to agree a package of 
spending cuts and higher public ser- 
vice charges designed to cut 
LlO.OOObn (£4. 9 bn) off a projected 
shortfall of Ll47,Q00bn. With another 
L4,000bn to be achieved through 
economies in management of the 
Treasury, it is hoped to bring the 
deficit back to the Li33,000bn (10.4 
per cent of gross domestic product) 
set in the 1990 budget 
This may then create scope for a 
modest reduction in interest rates 
which are among western Europe's 
highest. The Treasury believes inter- 
national rates do not allow much 
room for manoeuvre and that a fur- 
ther marked reduction in the annual 


inflation rate, currently around 5£ 
per after peaking at 7 per cent last 
year, offers the best hope of lower 
rates. Much also depends, however, 
on the outcome of negotiations on 
pay deals for key groups of workers. 

The Italian liberalisation means 

By John Wyles 

in Rome 

that all European Community coun- 
tries have now fallen In line with the 
directive to lift exchange controls by 
July 1 (except Spain. Portugal, 
Ireland Greece which have until 
1992 to complete the process). Thus, 
the Twelve are on target to open the 


first phase of economic and mone- 
tary union (EMU) from July L and 
Italy Itself is politically qualified to 
play a leading idle in the negotia- 
tions aimed at completing EMU by 
the beginning of 1983. 

Rome began its phased introduc- 
tion of free capital movement in the 
autumn of 1987 with a carefully con- 
ceived plan which has not encoun- 
tered any serious problems. During 
this period, monetary policy has 
been kept tight, helping to attract 
net capital inflows over the past two 
years of mote than LGO.OOObn and to 
revalue the lira by about 3 per cent 
against other EC currencies. This 
smoothed the path for acceptance in 
January of the narrower 2.25 per 


cent margin of manoeuvre in the 
exchange rate mechanism after a 
special decade-long dispensation 
which allowed a 6 per cent margin. 

In the short term, the Treasury 
and the central and commercial 
hanfa* are all fairly confident that 
free movement of capital will cause 
no serious traumas. The total liberty 
to buy foreign securities, and to 
open bank accounts abroad and for- 
eign currency accounts at home is 
not expected to cause any sudden 
haemorrhage of funds. None the 
less, there will he some adjustment 
since the total of Italian savings 
committed abroad is only about 3 
per cent, compared to around 10 per 
cent in France and West Germany. 


But over time, the intermediation 

raparitip ft nf the TteHwn hanTrmg sys. 

tern will face a stem test with the 
full opening of EC financial markets. 

r t from its intrinsic ineffiden- 
the banking system begins with 
initial handicaps in the shape of 
high obligatory reserve require- 
ments and a 30 per cent tax on bank 
deposits which the Government had 
promised to reduce later in the year. 

Some restrictions on the modali- 
ties of capital, movements will 
re main- Thp authoritie s are insisting 
that transactions above L20m 
(£9,840) must be made through the 
banking system or authorised inter- 
mediaries so that they can monitor 
flows and restrict tax evasion. 


IMF tells Athens 
to act firmly to 
head off crisis 


By Kerin Hope In Athens 

THE GREEK Government 
must introduce monetary 
curbs and structural reforms 
quickly to avert an approach- 
ing crisis, the International 
Monetary Fund concludes in 
its annual report on Greece’s 
economy. 

Echoing recent statements 
by European Community offi- 
cials, the report says that 
unless a “fair but realistic” 
package of front-loaded auster- 
ity measures is introduced, the 
public sector borrowing 
requirement will rise by 4 per- 
centage points this year to a 
record 23 per cent of GDP. 

■The new Conservative Gov- 
ernment last month raised 
prices of luxury goods and pub- 
lic, services. froze index-linked 
pay increases for the next four 
months and imposed a tax sur- 
charge on 1989 profits. But 
structural reforms, which 
would carry a heavy political 
cost, are still being debated. 


The IMF report says that 
debt-burdened industrial com- 
panies under state control 
should be privatised or liqui- 
dated. It also calls for radical 
reform of the state pension sys- 
tem and staff cuts in state- 
owned banks and public sector 
corporations. 

The Government has started 
procedures for selling off or 
closing more than 40 ailing 
companies. Plans to streamline 
the social welfare system are 
at the discussion stage. 

Even if the Government suc- 
ceeds in overhauling the public 
sector, it will take four years 
for inflation, currently 18 per 
cent, to fall to 6 per cent and 
growth to reach 3 per cent, 
according to the report 

If the Conservatives fail to 
act decisively, the report pre- 
dicts, the PSBR will rise to 4 6 
per cent of GDP in 1993 and the 
annual inflation rate will reach 
55 per cent 


Military blocs make final push for troop cuts accord 


By David White, Defence Correspondent 

NEGOTIATORS from the 23 
Nato and Warsaw Pact coun- 
tries reconvene today in 
Vienna for what promises to be 
one long, last round of talks 
attempting to conclude a treaty 
on their conventional ground 
and air forces by the end of the 
year. 

Delegates at the Conven- 
tional Armed Forces in Europe 
(CFE) negotiations said the 
talks, which have gone 
through six rounds since they 
began in March last year, were 
likely to become virtually con- 
tinuous. 

A senior Nato official said 
that the substance of a treaty 
needed to be settled b; the end 
of next month in order to 
ensure that a detailed pact, in 
six languages, was ready for 
the planned end-of-year sum- 
mit of the Conference on Secu- 
rity and Co-operation in 
Europe (CSCE). 

The US has made dear it 
will no t at tend a summit 
unless a CFE agreement is con- 
cluded. Under current propos- 
als, a treaty would involve the 
destruction of more than 
100,000 items of equipment, 
principally Soviet 

Western negotiators are anx- 


DENMARK’S Foreign Minister, Mr Uffe 
EUemahn-Jensen. has come out in support of 
establishing of a European security council, 
with its bams in the 35 signatories (including 
the US and Canada) to the Conference on 
Security and Co-operation in Europe, as a 
supplement to a reformed Nato and Warsaw 
Pact structure, writes Hilary Barnes in 
Copenhagen. 

Mr Ellemann- Jensen will be host to a 
month-long human rights session of the 
CSCE in the Danish capital starting on June 
5. 

In an interview with the Copenhagen 
newspaper Berliugske Tidende. he said that 


such an organisation could help tackle the 
ethnic anrf nationalist conflicts surfacing in 
Europe. The idea had previously been aired 
by President Mikhail Gorbachev, and. is also 
supported by Mr Hans Dietrich Genscher, 
the West German Foreign Minister. 

“It is possible that such a council should 
even have a peace-keeping force at its dis- 
posal,” said Mr EHeman-Jensen. He expects a 
Ugh level group to he set up at the confer- 
ence to consider the establishment of a per- 
manent secretariat for the CSCE process. 

Mr x iianianii Je mMii emphasised that a 
European security council would supple- 
ment, not replace, Nato. 


ions to revive the pace of the 
talks after a stiffening of 
Soviet positions slowed prog- 
ress in the last six-week round 
which ended on April 26. 

Diplomats said the change 
appeared to reflect a shift m 
Soviet priorities from the 
Vienna talks to the “2-plus-4" 
negotiations dealing with the 
status of a united Germany. 
They said it might also Indi- 
cate a resurgence of conserva- 
tive military influence in 
Moscow. 

In addition, the formulation 
of negotiating positions has 
been complicated by the Soviet 
Union’s increasing difficulty in 


obtaining unanimity from its 
nominal allies in the Warsaw 
Pact 

However, only minor details 
separate the two sides in the 
main items of army equipment 
- tanks, artillery and 
armoured combat vehicles - 
and diplomats believe agree- 
ment on cutting military heli- 
copters is also within reach. 

On the other hand, prospects 
are more dubious for aircraft, 
for which proposals differ 
widely. Nato did not agree to 
fnHhmrto aircraft until last May, 
but has since become the 
keener of the two sides to 
achieve comprehensive limits. 



ONCE YOU’VE DISCOVERE 
MARRIOTT HOTELS, 
WHERE DO YOU GO i 


Once you've experienced a Marriott Hotel, it 
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fluffy towels and mints on your pillow. 
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ExcellenceT 
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that is exactly what they get. 
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More than you expect 


Moscow’s proposed ceiling of 
7,700 aircraft is more than 
Nato’s imiding at stnH compares 
with a Nato proposal of 4,700. 

A recent Soviet proposal for 
a limited p ar* covering US and 
Soviet aircraft stationed in the 
territory of their antes, limit- 
ing each to 500, was described 
by Western officials as "not 
serious." The proposal would 
not affect Soviet aircraft in the 
European part of the Soviet 
Union. 

Western participants . have 
also dismissed Soviet proposals 

- backed by the rest of the 
Warsaw Pact except Hungary 

- for a limit of 700,000-750,000 


on troop levels in the central 
region, including both national 
and stationed forces in Ger- 
many. 

This, they claimed, was 
reneging on an agreement 
based on President George 
Bush's proposal for the US and 
the Soviet Union to reduce 
their central region forces to 
195,000 each, with the US 
retaining an additional 30,000 
In Europe outside this region. 

However, some Western ana- 
lysts believe the total proposed 
by the Soviet Union could be 
acceptable to Nato, in the light 
of reductions already being 
considered by West Germany 
and by the six Nato allies with 
troops stationed there. 

Nato officials have been 
working on the assumption 
that force levels in the central 
region can be dealt with in fol- 
low-on negotiations in Vienna. 

However, no consensus has 
yet been reached on the tinting 
or content of follow-on talks. 
Most Nato countries and the 
Soviet Union favour limiting 
the talks to the same group of 
countries, but France has 
argued that any further negoti- 
ations should embrace all 85 
CSCE countries.- 


Net widens 
in Iraq 
‘super-gun’ 
probe 

By John Wyles in Rome 

THE ITALIAN seizure at the 
weekend of more than 80 
tonnes of steel forgings sus- 
pected of being components for 
Iraq’s “super-gun" is the first 
co nfirma tion that more than 
one country may have been 
involved in its manufacture. 

In a joint operation by the 
carabinieri and the Italian mili- 
tary secret service, four con- 
tainers carrying 75 tonnes of 
forgings were blocked at the 
end of last week just before 
ingriiTip on to an Italian mer- 
chant ship bound for Aquaba 
in Jordan, and then for an 
unnamed Iraqi port. 

They were manufactured, 
ostensibly as petrochemical 
plant components, by Societa 
delie Fucine, a subsidiary of 
the Ilva state steel company, to 
an order from Baghdad’s Min- 
istry of Industry. 

An additional 15 tonnes of 
products have been seques- 
tered at the company's works 
at Term, in central Italy, while 
a further and a half of 
m ate rial Has been sealed in the 
warehouses of two small, 
unnamed companies operating 
in Brescia, east of Milan. 

The Carabinieri say that the 
steel products which have been 
siezed are mechanical, elec- 
tronic and hydraulic parts 
which could have been used in 
the rear part of a gun. So far, 
no arrests have been made. 

According to Ilva, the com- 
ponents sequestered by the 
authorities are the second of 
two orders worth L4.Sbn 
(£2_36m) placed by the Iraqis 
eight months ago. 

A first consignment has 
already been shipped and, says 
Ilva. “the pieces do not resem- 
ble tubes or bodies of guns, 
they have a prismatic form.” 


EC may act on car insurance 


By Tim Dickson in Brussels 

PLANS TO allow European 
Community companies to sell 
compulsory motor Insurance 
across national frontiers may 
be approved by internal mar- 
ket ministers today. 

Agreement would establish 
an Important principle for the 
European Commission, bat 
industry observers believe the 
business opportunities arising 
and the Impact on premium 

levels Will be minima) 

Brussels' efforts to encour- 
age cross-border competition ip - 
insurance have made limited ■■ 
progress in recent years, but 
they are likely to be stepped up 
later this year when Sir Leon 
Brittan, the financial services 
Commissioner, comes forward 
with details of two ambitious 
“framework" directives. 

Modelled on recent legisla- 


tion for the EC banking sector, 
these will set out the details 
for a single insurance licence, 
or “passport”, enabling compa- 
nies legally established in one 
member state to offer the full 
range of their life and non-life 
services in another. 

In the meantime, toe EC’s 
existing agenda win provide 
member states with an oppor- 
tunity to draw up the battle 
lines. The main item at today’s 
meeting is a proposed directive 
which effectively slots compul- 
sory motor- insurance into the 
already adopted -1988 non-life 
directive. 

Some countries still think 
motor insurance is too sensi- 
tive to be included at all, but 
toe Commission, egged on in 
particular by Britain, insists 
that toe freedom to sell policies 


across borders should be 
granted in relation to “large 
risks". These ire defined as 
companies which exceed a cer- 
tain size (satisfying two of the 
three criteria relating to turn- 
over, workforce, and balance 
sheet total). 

Under the terms of toe direc- 
tive these large risk policyhold- 
ers wifi come under “home" 
country .control. Le. the rules 
of the country where the 
insurer is established. , though 
“host" country rules will apply 
for technical reserves until the. 
EC’s insurance accounts direc- 
tive Is. adopted. - 

It is this which industry 
experts say is likely to restrict 
opportunities for companies, 
making it in all probability 
uneconomic to pursue business 
across borders, 


Finland sees prospect of 
EC membership receding 


By DavM Buchan in Brussels 

NEW MOVES towards EC 
political union make it harder 
for Finland to contemplate 
applying for full membership, 
according to Mr Hani Hoiked, 
its Prime Minister. 

After talks with the Euro- 
pean Commission last Friday, 
Mr Holkeri said be saw no 
alterative to joining other 
members of the European Free 
Trade Association (Etta) in try- 
ing to negotiate the so-called 
European Economic Space 
(EES) with the Community. 
However, another neutral Efta 


member. Austria, has already 
lodged an EC membership 
application, which it will cer- 
tainly pursue In earnest if the 
EC-Efta negotiations, due to 
begin next month, faff. 

But Mr Holkeri left Brussels 
in no doubt of the difficulties 
posed by the Commission's 
demands that, in order to cre- 
ate run the EES, Efta must 
strengthen its own institutions 
and acquire the same sort of 
supra-national decision-making 
and powers of enforcement 
that exist in the EC. - - 
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‘I can’t believe it!’ 

BUT FTS TRUE. Not leaving a legal, valid W3I behind 
you could mean that your £ unify inherits only worry , 
heartache and hardship. They could even lose the family 
home that you assumed would be theirs by right. 

That’s why you simply must make (or update) a proper 
Will, now, however modest your ’estate’ may be. It’s not 
difficult, or expensive, but it is very important. 

OUR FREE 16 PAGE BOOKLET tells you all you need to know about leaving money 
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like the Distressed Gendefolk’s Aid Association. For over 90 years it has been helping to lift what 
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financial crisis ami approaching frailty. . 3 



How? First by helping to keep diem in their own familiar homes and later, if health deteriorates, 
in one of THIRTEEN Residential and Nursing Homes maintained by the Charity where the 
company and conversation of kindred spirits makes growing old a pleasure instead of a penalty. 

Naturally we hope you will want to -assist us through your 'Will to 
continue this i mmensely caring work, but - for your family’s sake - do 
write or phone for this excellent illustrated, booklet.' 

THE DISTRESSED GENTLEFOLK’S 
AID ASSOCIATION 

Founded 1897 PotrmHJSi . Queen ESrobetk, the Queen Maker 

To the PGAA, Vica r age Pace Home, VkniitE frttr, T nnrtnn W84AQ ~T&1»1-22»934M 

TV«r wn O m e, witturo otefontan, free copy of -How toMake Your WOT ) 

Name • - • S 

Address 1 

— — * 

— —————— — -- — . — _ — - — — ...i 



r 


tie 





V 



\ 

> 



FINANCIAL TIMES MONDAY MAY 14 1990 


OVERSEAS NEWS 


Germans talk unity finance 
as DM1 OObn deficit looms 


By David Marsh and David Goodhart In Bonn 


MR THGO Waigel, West 
German Finance Minister, win 
hold talks in East Berlin today 
on dnawning German unifica- 
tion, amid signs that the over- 
all budget deficit for a united 
Germany next year could top 
DMIOObn (£36Jbn). 

East and West German offi- 
cials reached agreement at the 
weekend in Bonn on details of 
the formal treaty paving the 
way for introduction of the 
DMark to East Germany from 
the start of July. 

According to figures circulat- 
ing in the Finance Ministry, 
the total central German gov- 
ernment budget deficit next 
year could be DMllObn, of 
which DM50bn would come 
from the federal republic and 
DMBObn from East Germany. 

A ministry spokesman yes- 
terday could not c onfir m the 
figures. He said that buoyant 
tax revenues this year, due to 
better than expected economic 
growth, would lower the over- 
all deficit to below the most 
pessimistic expectations. 

Also, accord has not been 
reached on spreading addi- 
tional public sector deficits 
among central and regional 


governments, he said. 

For economic and political 
reasons, the Bonn Government 
Is playing down the Impact of 
sharp expected increases in 
public sector deficits. Last 
year, the central government 
deficit fell to only DM19bn 
because of a sharp increase in 
tax revenues. 

Mr Waigel and Chancellor 
Helmut Kohl have ruled out 
tax increases in coining years 
to finance unity. At his talks in 
East Berlin today with Mr Wal- 
ter Romberg, East German 
Finance Minister, Mr Waigel is 
expected to repeat his refusal 
to improve further Bonn's com- 
mitment to fund East German 
social security and unemploy- 
ment insurance, 

Bonn is planning - partly to 
avoid frightening the financial 
markets - a special fund to 
cover the extra costs of unity 
after the merger -of the two 
states' economic systems this 
summer. The accounts of this 
special fund, to be set up 
jointly with the West German 
federal states iLdndef), will be 
kept separate from central gov- 
ernment budget figures. 

Mr Romberg said last week 


that East Germany was reck- 
oning on a budget deficit of a 
maximum of DM70bn next 
year. This should, not represent 
more than a third of total East 
German spending, he said. 

A central point in forthcom- 
ing talks between Bonn and 
East Berlin will be the amount 
of tax and social security reve- 
nues to be raised directly from 
the East German population. 

According to Mr Ernst- 
Moritz Upp, chief economist at 
the Dreamer Bank, West Ger- 
man social security contribu- 
tions will probably have to be 
raised by 1 per cent, bringing 
in an extra DMl2bn ng*t year, 
to help fund burdens on the 
German social insurance fund. 

Mr Llpp puts the total addi- 
tional costs for the whole of 
the West German public sector 
next year at DM53bn, caused 
by funding for the unemploy- 
ment and pensions systems In 
East Germany as well as bys- 
pending on infrastructure and 
industry there. 

This extra spending could be 
offset by DMIQbn of cuts in the 
West German budget next year 
on such as border subsidies, 
Berlin and defence, he believes. 


Ericcson, Siemens 
win German 
cellular contract 

By Robert Taylor 

In Stockholm 

ERICSSON, the Swedish 
telecommunications group, 
in partnership with the 
German company Siemens, 
has been awarded a DM350m 
(£128 Jm) contract by - 
Mannaamann Mobilnmk, of 
DfisseMorf, for the 
Implementation of the digital 
mobile cellular system D2. it 
was announced yesterday. 

This is a breakthrough for 
Ericsson into the lucrative 
German tgiwwwmmiiwiHmiy 
market 

The system, due to start 
service at the end of 1392, win 
represent one of the largest 
wide-area cellular 
telecommunication networks 
In Europe. 

The Swedish group also 
announced yesterday a $ 60 m 
order for a mobile telephone 
system in Taiwan. This is one 
of Ericsson's largest orders 
in the cellular business. 


Bush announces help 
corps for E Europe 

By Peter Riddell, US Editor, In Washington 


THE Bush administration is to 
a volunteer organisa- 
to be known as the Citi- 
zen Democracy Corps, to pro- 
vide expertise and assistance 
for fh<> emerging democracies 
of eastern Europe. 

The US is also to extend 
trade credits and loan guaran- 
tees to Poland by the Export- 
Import Bank, from the present 
one-year basis to a term of five 
to seven years. This will not 
alter tha ailnwiHwi of funds to 
fht» hwiTt. 

Speaking in Sooth Carolina, 
President George Bush also 
announced that the US is to 
send delegations to observe the 
imminent elections in Romania 
and Bulgaria, and that it will 
seek to broaden the mandate to 
the 35-country Conference on 
Security and Co-operation in 
Europe to seek a new consen- 
sus on free elections, political 
pluralism and the rule (flaw. 

This will be pressed at a 


CSCE conference on human 
rights early next month. 

Unveiling these Initiatives, 
Mr Bush said the US wanted to 
support democratic change and 
market -oriented economic 
reform by enlisting US private 
sector and volunteer efforts. 
The a dminis tration baa been 
criticised for not doing enough 
to help eastern Europe. 

The proposed Citizen Democ- 
racy Corps will receive S3(XM)00 
(£180,000) in initial funds from 
the Agency for International 
Development, and will then be 
privately financed. 

It will set up a centre and 
clearing house for US volun- 
teer and private activity in 
eastern Europe, and work from 
the State Department under a 
presidential commission. 

The corps is a private-sector 
version of the Peace Corps 
founded by President Kennedy 
in 1961 to send US volunteers 
to developing countries. 



One for all an|j all for one: (from left) Presidents Landsbergis of T.wimania, Ruutel of Estonia and Gorbunovs of Latvia Join hands 

Baltic states meet to revive co-operation 


By Christopher Bobinskl, recently In Tallinn 


THE THREE flaltte states reiterated their 
‘‘irreversible’' will to restore their coun- 
tries’ independence and agreed to co- 
ordinate policy towards Moscow, at a 
meeting in Tallinn, the Estonian capital, 
at the weekend. 

The three presidents - Mr Vytautas 
Landsbergis of Lithuania, Mr Arnold 
Ruutel of Estonia and Mr Anatoli] 
Gorbunovs of Latvia - met for the first 
time since they took their respective 
offices formally to renew a co-operation 


treaty, originally signed by the three coun- 
tries in 1934. This re-establishes a joint 
Baltic Council whose aim Is “to restore 
fully the national independence of all 
three Baltic states" and win places for 
them at the UN and at the Helsinki Con- 
ference on European security. 

The meeting was held at the seat of the 
Esto nian Government, a palace built soon 
after Tsar Peter the Great first won con- 
trol of the territory for Russia in 1721, and 
has raised the spirit of the Baltic national- 


ists. It provides a promise of mutual help 
in case of further economic blockades, 
such as the one now being suffered by 
Lithuania. 

The Latvians are hoping for talks on 
independence issues in Moscow this week, 
when they could now present a common 
Baltic position. 

However, the Tallinn meeting still 
leaves each country with the problem of 
how to unravel its myriad economic and 
political links with Moscow. 


US textile industry warned off protection 


By Nancy Dunna In Washington 


MRS CARLA HILLS, the US 
Trade Representative, took the 
Bosh administration’s case for 
trade liberalisation into the 
opposition camp at the week- 
end, warning the politically 
potent US textile industry that 
its import protection was 
doomed. 

In a major speech, timed to 
precede the meeting this week 
of the international textile 
negotiating group in Geneva, 
Mrs Hills directly confronted 
industry leaden. 

Their insistence on contin- 
ued protection could jeopardise 


the future of the Uruguay 
Round of negotiations on trade 
liberalisation, held under the 
aegis of the General Agree- 
ment on Tariffs and Trade 
(Galt}. 

Opposition by the US domes- 
tic industry also threatens 
defeat in Congress for what- 
ever reform package might 
emerge from the round. 

“Persistent protection will 
not cure the problems faced by 
Die textile industry: it merely 
transfers them from one 
administration to another, 1 * 
Mrs htuk said. 


She said that the industry 
must become “fully integrated 
and competitive in the world 
trading order.” The Represen- 
tative sought, however, to reas- 
sure officials with promises of 
“a level playing-field which 
would eliminate the need for 
special rules for textiles.” 

The US is backing 10 -year 
global Quotas for textiles under 
Gatt, but Mrs Hills said she Is 
keeping an open mind for other 
proposals. She will insist, even 
so, on "an effective transition 
system” to free trade in tex- 
tiles. 


She urged the negotiators 
this week to focus on: 

• The deletion of the transi- 
tion system: 

• The products and countries 
to be covered; 

• A mechanism to protect 
against surges of imports; 

• Annual growth rates for 
quotas. 

The US textile industry is 
supporting protectionist legis- 
lation in Congress, as it tends 
to do in election years. Such 
legislation might well pass 
Congress but would be vetoed 
by President George Bush. 


European 
integration 
‘may harm 
Denmark’ 


By Hilary Barnes 

in Copenhagen 

DENMARK'S economic 
problems will be aggravated 
by European integration 
unless measures are taken to 
correct struclual deficiencies 

in the economy, according to 
the Organisation of Economic 
Co-operation and Develop- 
ment survey on the country* 
published today. 

A GDP growth rate of 1-2 
per cent this year, rising to % 
per cent in 1931. is forecast by 
the OECD, which predict^ 
however, that the recovery 
will be accompanied by a 
renewed increase In the coun- 
try's chronic external account 
deficit. 

Some progress was made 
during the 1980s in correcting 
long-standing problems: the 
government budget is in better 
shape. Inflation has been low* 
ered. and the current account 
deficit Is smaller. 

But the report is critical of 
failure to do better. If produc- 
tivity per head over the past 
25 years had increased in line 
with the OECD average, GDP 
would be 25 per cent greater 
than it is, the report estimates, 
attributing the poor perfor- 
mance in part to a rapid 
expansion of the public sector. 

Other factors in the lack- 
lustre growth performance are 
“high and persistent struc- 
tural Impediments, particu- 
larly in the labour market, lew 
savings propensity" and lack 
of international competitive- 
ness. 

The problem of low saving, 
in parallel with more than a 
quarter of a century of current 
account deficits, will be aggra- 
vated by European economic 
Integration, the report warns, 
Danish indirect taxes in gen- 
eral being significantly higher 
than in other EC countries. 

Two important revenue rais- 
ers - a lax on real interest 
rates on pension and life 
insurance savings and an 
employers' social security tax 
raised on the same basis as 
value-added tax (now paid by 
importers and domestic pro- 
ducers, while exporters are 
exempt) - are in danger of 
foiling foul of EC rules, says 
the report. 



Aircraft finanring demands specific expertise on 
the part of the bank If a bank wishes to make suchfinan- 


tfae necessary experience and knowhow. 

Consequently, the ABN always seeks out leasing 


provide tile necessary funds. By enlisting the services of 


present airlines with interesting propositions which win 
result in substantial cost savings. 

Naturally, financing of this type demands highly 
spedficlocalknowledg&Knowtedge that the ABN acquires 
via its network of almost 1,000 offices spread over more 
than 45 countries- A network that enables the ABN to hold 
its own with the world’s major banks when it comes to 
proriding advanced products and services. 


It is therefore hardly surprising that, throughout the 
world, renowned multinationals, and large local companies 
operating internationally, avail themselves of ABN know- 
how. For day-to-day banking services such as electronic 
banking and import and export payments, of course. 

But particularly also for specific projects, which 
may run from co-generation energy projects to complex 
swaps or off-shore loans. 


This then is the firm foundation on which the ABN 
builds solid relationships with large numbers of inter- 
national enterprises. Because a bank that knows the world, 
automatically becomes known throughout the world. 


Bank 


AWORLD OF UNDERSTANDING. 
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Pretoria plan for 
minority rights 
criticised by ANC 


By Patti Waldmelr in Johannesburg 


THE South African 
Government has spelled out its 
negotiating position ahead of 
planned talks on the country's 
constitutional future, propos- 
ing a 12-point plan to protect 
minority rights. 

The plan was immediately 
criticised by the African 
National Congress (ANC). 

Mr Gerrit VUjoen, the minis- 
ter charged with elaborating a 
post-apartheid constitution, 
told parliament that the 
National Party would seek to 
protect South Africa from the 


one-party rule which could 
result from “an unsophisti- 
cated majority vote”. 

Mr VUjoen said: “These 
minorities, because of their 
particular values and aspira- 
tions, should have a special 
voice In the new constitutional 


He gave few details of how 
sqch rights would be protected. 

The statement appears to 
have annoyed the ANC, whose 
leaders met the Government 10 
days ago for preliminary nego- 
tiations. 

An ANC official said the ref- 
erence to unsophisticated vot- 
ers was arrogant “Did sophis- 
ticated whites vote the 
Nationalists into power? 
..'.Did sophisticated Germans 
vote for Hitler?" asked the 
unnamed official. 

The notion of “group” rights, 
rejected by the ANC, is likely 
to prove a big stumbling block 
in negotiations. 

Mr VUjoen also stipulated 


Pretoria has made 
clear it opposes black 
majority role and will 
seek a constitutional 
system offering pro- 
tection for the white 
minority’s rights. 


ratially-separate schools. 

Mr Walter Sisulu, a senior 
ANC official, appeared concil- 
iatory on the issue of residen- 
tial areas and schools, saying 
the ANC believed people 
should have the right to live 
where they wished. 

With regard to schools, he 
reiterated the ANC position 
that It recognised that cultural 
diversity might need to be pro- 
tected, though protection based 
on race was not acceptable. 


Boesky to face first 
cross-examination 


in arbitrageur’s trial 


By Roderick Oram in New York 


MR Ivan Boesky, the convicted 
stock speculator on whose evi- 
dence the US Government has 
built its Wall Street investiga- 
tions, is about to testify in pub- 
lic for the first time. 

He will be the Government’s 
star witness in the trial, 
starting today, of Mr John Mul- 
heren, a 40-year-old arbitrageur 
alleged to have profited heavily 
by his personal and business 
relationship with Mr Boesky. 

Two years ago, police 
stopped Mr Mulheren on his 
vjay to Mr Boesky’s house with 
an Israeli assault rifle. 

His lawyers said he was dis- 
traught because he was unable 
to take lithium, which nor- 
mally controlled his manic 
depressive behaviour. 

Mr Mulheren ’s lawyers are 
expected to attack Mr Boesky’s 
credibility. Three and a half 
years ago Mr Boesky agreed to 
plead guilty to minor charges, 
pay $100m (£59 ,9m) in penal- 
ties, give evidence about other 
people and serve a short jail 
term, rather than face a full 
trial. 

Mr Boesky’s evidence has 
helped the Government bring 
cases against other Wall Street 
names; most notably Mr Mich- 
ael Milken, the pioneer of junk 
bonds, recently pleaded guilty 
to minor charges and agreed to 
pay S600m In penalties. But Mr 
Boesky has never been sub- 
jected to cross-examination in 
court. 

Mr Mulheren and his arbi- 
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OVERSEAS NEWS 


US seeks accommodation with Manila 



Americans are under pressure from right and left to leave, reports Greg Hutchinson 


the preservation of the free 
market system, regular elec- 
tions, a bill of individual 
human rights which could not 
be arbitrarily abolished or 
amended, no expropriation of 
property without proper com- 
pensation, an independent judi- 
ciary and state support for 
racially separate schools. 

There should be guarantees 
that "those who want to live in 
a specific co mmunit y context 
through free association can do 
so without laws forcing people 
to do so”, he said, and there 
should be state support for 


T ALKS ON the fbture of 
American military bases 
in the Philippines start 
today, with Manila’s leverage 
severely reduced by the weak- 
ened authority of President 
Corazon Aquino since the 
December coup attempt and 
the increasing competition for 
US assistance from eastern 
Europe and Latin America. 

Even so, foreign diplomats 
and analysts do not believe 
that the discussions, which 
could determine the pattern at 
US security arrangements in 
the Asia-Pacific region into the 
next century, will be easy for 
Washington, which wants to 
stay, given the right price. 

There is pressure from left 
and right In the Philippines for 
the US to leave. Right-wing 
army dissidents, who have 
failed in six coup attempts 


against Mrs Aquino, accused 
Washington at the weekend of 
intervening in Philippine 
affair s About 700 left-wing pro- 
testors demonstrated yesterday 
against the bases and another 
protest is planned for today at 
the US embassy. 

Mrs Aquino said on televi- 
sion yesterday that the Philip- 
pines wanted to preserve 
friendly relations with the US, 
without indicating whether she 
thought the bases should stay. 

The Philippines will have to 
be convinced it is in its inter- 
ests to have the Americans 
remain at the gigantic Subic 
Bay Naval Station, Clark Air 
Base and four smaller commu- 
nication facilities. 

The talks are expected to be 
protracted, involving weighing 
the aid and economic spinoffs 
inherent in hosting the bases 
against Manila’s wish to 


remove vestiges of the colonial 
era. They may not prove con- 
clusive, despite the 1990 "dead- 
line” for a termination notice. 
Both sides are protected by a 
under the current agree- 
ment which says Manila most 
give the Americans a year’s 
notice of termination. 

But something approximat- 
ing the status quo is likely to 
prevail, particularly in light of 
the US role in turning the tide 
against the attempted Decem- 
ber coup. At the request of 
Defence Secretary Fidel 
Ramos, two Phantom jets from 
Clark helped save Mrs Aquino 
by Hying cover for government 
troops at a crucial moment 

Rising inflation, high bal- 
ance of payments and budget 
deficits, lower growth and per- 
sistent investor nervousness 
following the aborted coup also 
make Manila’s need for com- 
pensation for the bases all tho 
more pressing. 

The Philippines is an excep- 
tion among the Asian coun- 
tries hnaHng US bases in that 
it is paid for the US presence. 
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Japan, conversely, pays Wash- 
ington several billion dollars a 
year to host US facilities. 

Under a 1988 review of the 
bases arrangement, Washing- 
ton has agreed to pay the Phi- 
lippines an annual 2481m 
(£288. 02m) although $96xn is 
unpaid for the year to next 
September because Congress 
has failed to vote the money. 

Mr Raul Manglapus, Foreign 
Secretary and cninf Philippine 
negotiator, says the 
Americans' ability to meet 
their ^ntwiwffaiM«ntn will influ- 
ence whether they are allowed 
to stay beyond September 1991, 
when the current lease expires. 


The Philippine constitution 
requires any new bases 
arrangement to be governed by 
treaty, but the process 
whereby the PbOxpitine execu- 
tive can successfully negotiate 
a treaty acceptable to the legis- 
lature is daunting. The same 
applies to the US, where treaty 
approval also is a legislative 

f nn^Hnn 

What further complicates 
natters is that the Philippines 


Defence Department Assistant 
Secretary for East Ada. hopes 
the talks will quickly move 
into formal negotiations on a 
new agreement allowing the 
American military to remain 
beyond next year. 

The bases employ 80,000 Fili- 
pinos. Compensation, and 
8penrifrngB by 17,000 ser v icemen 
contribute 5-7 per cent of the 
gross national product. 


Senate must ratify any new 
treaty by a two-thirds majority. 


According to Senator Wlgberto 
Tanada, a strong gntir. of the 
US bases, more than a third of 
the Senate remains opposed to 
th e continued American pres- 
ence. However, sodden policy 
shifts by Philippine politicians 
are commonplace. 

The American delegation, 
led by Mr Richard Armttage, a 

gldDed wa gnHiifair and a 


T he facilities help project 
US power into the South 
China Sea and Indian 
Ocean and as far as the Gulf, 
and inject about $lbn a. year 
into the Philippines wmmnmy 
in aid nnrt indirect spending. 

The US wants a 10-12 year 
extension, although five years 
at unrestricted use, especially 
at Subic, fta prize facility, may 
be acceptable. . 

But the Philippines . now 


faces tough competition for aid 
money from eastern European 
nations, Nicaragua and Colom- 
bia, and the US Congress is in 
no mood to pay more than it 
already does. 

Despite an easing of the 
international security situation 
- the Soviet Union has 
announced it is prepared to 
withdraw from Camh Ran Bay 
in Vietnam - Washington says 
threats have not abated at the 
«auiR pace as elsewhere, while 
US trade with A«da has soared 
over the past decade. 

Clark and Subic also play an 
important role in the deforce 
of the nati ons of the Associa- 
tion of South East Asian 
Nations - Brunei, I n do n esia, 
Mwlay wia, the Philippines, Sing- 
apore and Thailand. Thailand, 
Singapore and Australia train 
and conduct, joint exercises 
with the US at Clark and 
Subic, the hugest US foreign 
military facility in the Asia-Pa- 
cific region. The region as a 
whole, the Pentagon main- 
tains, benefits from the Ameri- 
can presence, which is said to 
ensure the free flow of trade 
through the Straits of Malacca. 
Sunda and Lombok. 

Washington believes Clark, 
with a Urge bomber and 
fighter training area, and 
Subic, which services the Sev- 
enth Fleet and can accommo- 
date any aircraft carrier, can- 
not be replicated in any other 
single country. But defence 
thinking of two years ago that 
they are vital and indispens- 
able no longer holds. 

If it had to pull out, the Pen- 
tagon would redeploy forces to 
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Sen Wlgberto Tanada. 
standing in front of a Commu- 
nist Party symbol, waves a let- 
ter to Mrs Aquino demanding 
the removal of the US bases. 


of the Philippines bases. But 
this implies greater distance 
from south-east Asia. 

Mr Nicolas Platt, US ambas- 
sador to the Philippines, main- 
tains that the US presence in 
the debt-burdened country of 
60m people is highly desirable; 
and , uriuke in Europe, there Is 
no regional pressure for with- 


Guam, Singapore, Japan and 
Hawaii, which together can 
absorb all the major functions 


“Given increasing trade rela- 
tionships the [US1 forward 
defence posture is still rele- 
vant I think the nations of the 
region agree that the US pres- 
ence here is a stabilising factor 
and they'd like us to remain 
here., despite the changes in 
Europe,” Mr Platt says. 


Collor In 
clash with 
military 


NEWS IN BRIEF 


By John Barham 

in Sao Paolo 


trage firm, Jamie Securities, 
are alleged to have performed 
various illegal trading prac- 
tices for Mr Boesky between 
1985 and 1987. according to a 
42-count indictment. If Mr Mul- 
heren were found guilty on all 
charges, he could face 210 
years in prison and $10.5m in 
fines. The trial will start with 
jury selection. It is likely to 
last about six weeks, with Mr 
Boesky testifying soon. 

Other witnesses could 
include Mr Carl Icahn, a New 
York investor. He is not the ; 
subject of investigation, but is 
reported to have benefited by 
an investment in Gulf and 
Western in 1985 when, it is 
alleged, Mr Mulheren was man- 
ipulating the stock’s price. 

Mr Mulheren, who lifts 
weights with Bruce Spring- 
steen, the popular music star 
who is his friend and neigh- 
bour, is seen on Wall Street as 
a maverick. Before he formed 
his own firm with the financial 
hacking of prominent takeover 
experts, he was head of risk 
arbitrage at Merrill Lynch. Mr 
Donald Regan, former head of 
Merrill Lynch and former US 
Treasury Secretary, once wrote 
a testimonial for him when be 
was buying an apartment 

Known in equal measure for 
his generosity to children and 
charities, and for outbursts in 
his office, be is an avid gun 
collector. He used to let his 
hometown police try his guns 
at their practice range. 


BRAZIL’S President Fernando 
Collor de Mello ordered the 
arrest on Friday of a retired 
army general who said the 
president fihnnld Shoot himaalf. 

Gen Newton Cruz, one of 
Brazil’s more controversial sol- 
diers, told a newspaper T can- 
not conceive as a statesman 
someone who says he has only 
one bullet A statesman who 
hag only one bullet should use 
it on big head.” 

Gen Cruz referred to one of 
Mr Conor’s favourite figures of 
speech, in which be has only 
one ballet to kin the tiger of 
inflation. 

A week earlier, Gen Pedro 
Luis de Araujo Braga, a senior 
army commander, attacked the 
president's purge of the 
National Intelligence Service 
in a public speech cleared by 
the Army Ministry. 

Mr Collor replied by remind- 
ing the military of his constitu- 
tional role as commander-in- 
chief of the armed forces. 

During last year’s election 
campaign, Bfr Collor promised 
to cut the armed forces' politi- 
cal powers and demilitarise the 
Intelligence service. He 
appointed a 29-year-old civilian 
to head a new intelligence 
department loosely modelled 
on the US CIA. 

The National Intelligence 
Service, created shortly after 
the 1964 military coup, had 
become one of the most power- 
ful government agencies. Gen 
Cruz was the service's second 
in command until 1985. 
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Yemen military move 
brings merger closer 
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SOME 250 Jewish graves in the northern city of 
Haifa were found daubed with anti-Israeli graf- 
fiti yesterday in an attack apparently inspired 
by the desecration of Jewish graves at Carpen- 
tras in southern France last week, Hugh Car- 
negy writes. 

Slogans in Hebrew calling Cor Arabs to kill 
Jews, and carrying the name of Arab villages in 


fend, ynsre scrawled in two Haifa cemeteries. 
The slogan above, written in Hebrew, reads 
“Saddam Hussein bum Jews.” Police carefully 
avoided discussing who was responsible, but 
called for calm as angry relatives expressed 
their outrage. Israeli politicians of all parties 
and local Arab leaders strongly condemned the 
incident. 


NORTH and South Yemen 
moved closer to a merger at 
the weekend with an 

«ninnnHam»nt that the armed 

forces of the two countries had 
been technically dissolved, 
before a unity declaration 
expected by the end of this 
month, Victor Mallet, Middle 
East Correspondent, reports. 

Yemeni politicians have 
pressed ahead with plans to 
merge into the Arabian penin- 
sula s most populous Tmtinn w 
despite unresolved disputes 
about a new con sti tution and 
the opposition of neighbouring 
Saudi Arabia- . 

P resident All A bdullah Sateh 
of the conser va t i ve state of 
North Yemen - the man who 
would be the president , of a 
united Yemen - was qnoted 
by Sanaa Radio as saying that 
there was no reason for the 
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existence of two sets of armed 
forces. "Both have been dis- 
solved within the framework of 
the united state,” the radio 
quoted him as saying. 


Shamir to go ahead without Labour Hyundai strike backed 


By Hugh Camegy in Jerusalem 


Workers at. Hyundai Motor Company, South Korea’s largest car 


MR YITZHAK SHAMIR, leader 
of Israel’s hardline Likud 
party, intends to press ahead 
with plans to establish a new 
government without the 
Labour Party, which favours 
concessions for peace, a s enior 
aide said yesterday. 

Such a government, based 
on the support of small reli- 
gious and far-right parties, 
would be committed to extend- 
ing Jewish settlement in the 
occupied Arab territories, a 
policy the US strongly opposes. 


Mr Yossi Achimeir, head of Mr 
Shamir’s private office, said in 
an interview. But it would also 
be committed to a peace plan 
for the occupied territories 
adopted by the Likud-Labour 
coalition a year ago today. 

Mr Achimeir said a renewed 
broad coalition was “out of the 
question” for the moment, 
although Mr Shamir still 
regarded it as an option in the 
future. 

Mr Shamir’s way forward is 
not without obstacles, how- 


ever. Remaining difficulties in 
reconciling Likud and its sup- 
porting partners, especially 
over cabinet assignments, may 
force him to seek more time 
from the president beyond an 
initial dpanltnR on Friday.* 

Mr Achimeir said he thought 
recent sharp differences with 
the US would be smoothed out 
once a new government was in 
pl ace. 

He said absorbing immigra- 
tion was the main problem for 
any new government. 


maker, voted on Saturday to strike in support of claims for wage 
Increases and improved working conditions, John Ridding 
reports from Seoul. 

The car plant, which can produce 890,000 vehicles a year, 
reopened only last week after a strike held in sympathy with 
workers at Hyundai Heavy Industries, the shipbuilding subsid- 
iary of the Hyundai Grom?. 

The announcement of a strike at BMC follows a breakdown of 
protracted negotiations between onion leaders and management 
Unions are demanding wage increases of about 18 per cent but 
the company Insists on less than 6 per cent The unions are also 
demanding want a reduction in working hours. 

The strike at HMC wfil be the first big strike in South Korea 
this year in which wage demands have been the principal issue. 
Trade unions have generally accepted single-figure wage 
increases, as a result of strong pressure from the Government 
and management which blame the high wage increases awarded 
over the past three years for a sharp slowdown in economic 
growth and exports. 


Technical standards machinery grinds exceeding slow 


The job of hammering out the details has hardly begun, writes Lucy Kellaway in Brussels 


Madagascar coup bid kills three 


I F YOU utter the words 
“technical standards" you 
lose your audience. This 
sad feet has been troubling the 
European Commission of late: 
unless it can make people sit 
up and take notice, its 1992 
deadline will be missed by a 
mile. 

The removal of technical 
barriers to trade is ranked by 
companies as the most impor- 
tant part of the single market, 
and the received wisdom Is 
that progress is most encourag- 
ing. But while 80 per cent of 
the political work on the broad 
directives designed to remove 
technical barriers has been 


more fiddly job of devising the 
technical means to meet them 
which was to be done by pri- 
vate sector standards bodies. 

The new approach may have 
cleared the backlog at the level 
of the Council of Ministers, but 
only at the cost of shifting it 
further down the line to the 
European Committee for Stan- 
dardisation (CEN). Agreeing 
the machine safety directive, 
which squeezed half the engi- 
neering sector into a set of 
rules covering just a tew pages, 
was relatively straightforward. 


done, the job of hammering oat 
details of the standards (hem- 


details of the standards them- 
selves has barely begun. As 
things stand there is no ques- 
tion of getting the necessary 
3,000 standards ready by the 
end of 1992. 

The problem was supposed 
to have been solved by the 
so-called new approach 
adopted in the mid-1980s, when 
the Commission dropped its 
previous efforts to harmonise 
everything from toilet paper 
holders to golden syrup. It was 
agreed instead that countries 
would simply recognise each 
others’ standards. With one 
stroke thousands of pending 
directives were swept aside. 

Mutual recognition did not 
work where safety or health 
were involved. In these areas 
the Commission made a second 
breakthrough by separating 
the political work on setting 
minimum safety levels (cov- 
ered by directives) from the 
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However, agreeing the several 
hundred standards needed to 
implement the directive is 
proving a formidable task. 

A bottleneck at the stan- 
dard-setting level will not pre- 
vent the directives taking 
effect, but it could remove 
many of the advantages for 
businesses. The standards are 
voluntary, so that manufactur- 
ers can choose to take other 
routes to the chosen end. But 
there are bound to be serious 
costs associated with this. 

The beauty of the European 
standard is its simplicity. A 
manufacturer who has bunt a 


product In accordance with the 
standard need only attach bis 
own mark showing it has been 
built that way before selling it 
anywhere in the EC. Those 
choosing an alternative 
approach will need to get it 
certified, which could well 
prove costly and time-consum- 
ing, and at present could 
involve obtaining clearance 
from 12 standards bodies. 

Officials now admit that no 
thought went into the struc- 
ture or the workload of the 
standards bodies when the new 
approach was drawn up. "Until 
1985. we were obliged not to 
work,” says Mr Evangelos Var- 
dakas, CEN*s secretary gen- 
eral. "Everything we started 
work on. the Commission 
would tell us not to, as it was 
preparing a directive. Now we 
are being asked to do in three 
years everything that has not 
been done in 15.” 

Since Mr Vardakas took over 
In 1984, his staff have increased 


weak. "Without some change 
In the system we might as well 
forget the 1992 deadline,” says 
a Commission official. "We 
must address ourselves to 
industry and to governments 
and convince them of the 
importance of g tandgwUcartn n 

At the moment companies are 
leaving standards to their tech- 
nical divisions, and do not 
seem to realise that they stand 
to gain by being more actively 
involved.” 


T he Commission believes 
the structure of the 
standard 8- making com- 
mittees. which are run as dubs 
of national bodies, is flawed. 
Not only are national bodies 
keen to defend their own inter- 
ests. but there is no means of 
putting pressure on them to 
hurry up. At present a stan- 
dard needs to go through end- 
less committee meetings, and 
even after it is finally agreed at 
the European level, it has to be 
transposed into 12 identical 
national standards. Just as 
worrying, the new emphasis on 
European standards seems to 
have done nothing to suppress 
the appetite for purely national 
standards, which are still being 
written at 10 times the rate or 
European ones. 

Among the Commission's 
options is a radical plan to 
reduce the roles of the national 
standards bodies to a purely 
local function. The sum would 
be to give Industries more 
authority to work out stan- 
dards for themselves. There 
would then be a fixed set of 


from just nine to 70, but they 
are still stretched. Their job is 
to co-ordinate the work of 
some 250 technical committees, 
which together are spreading 
their efforts over 2,500 pending 
standards. On top of a mass of 
technical problems are ones 
connected with the new 
approach Itself. For instance. 


should ventilation equipment 
comply with the machinery 
directive, the construction 
products directive, or both? 

Though member states are 
giving standards a slightly 
higher priority, Brussels fears 
their commitment is stai too 


rules for translating these into 
approved European standards. 

Another option would be to 
make European standards 
directly applicable, side-step- 
ping the current need to re- 
write them into the standards 
of national bodies. National 
bodies would be left with stan- 
dards which particularly con- 
cerned them: the UK might 
decide it wanted a cricket bat 
standard, for instance. But 
such proposals would be 
fiercely resisted by the proudly 
independent national organisa- 
tions, which earn large stuns 
from selling European stan- 
dards. 

Some experts also doubt 
whether now is the time to 
start altering the way stan- 
dards are drawn up. The Brit- 
ish Government and the stan- 
dard-setters themselves argue 
that any such change would 
risk slowing progress still far- 
ther. They would prefer any 
changes to be postponed at 
least until after 1993. Some 
question the Commission’s 
motives in raising the matter 
now. They say its proposed 


green paper is a face-saving 
device, intended to deflect 
blame for the backlog. 

Meanwhile, progress on test- 
ing and certifi c ation is moving 
even more slowly, and may 
prove a still great® problem 
than the standards themselves. 
There is little paint in reaching 
general agreement on safety 
levels if each member state 
tests products differently. 
Moreover, having to satisfy 12 
different testing bodies would 


undermine the whole purpose 
of 1992. 

Testing and certification 
were first recognised as a prob- 
lem more than 20 years ago, 
but it was only last month that 
an agreement between member 
states was signed. This agree- 
ment, which establishes a 
European Organisation of Test- 
ing and Certification, is the 
first step on a long road which 
should lead eventually to 
mutual recognition of testing 
procedures. 

However, there are serious 
problems to be overcome. The 
challenge is to develop a Euro- 
pean mark of quality which 
everyone trusts - and that is 
not something that can simply 
be legislated into being. “There 
is no moment when we win say 
Eureka! we have harmonised 
testing in Europe. It will hap- 
pen slowly, and probably wOl 
not be B"iaW until the next 
century," says an EC official. 

Meanwhile, there are the 
vested Interests of the certifica- 
tion bodies to be taken into 
account, as well as the differ- 
ing requirements of member 
states. Indeed, there Is no cer- 
tainty that a. product which is 
certified by one -national body 
as meeting the required stan- 
dards will satisfy bodies else- 
where in tiie EC. 

That makes the s tandar ds 
task all the more urgent As 
one official put it “The shift 
towards European standards is 
happening anyway, but if we 
do not organise and plan it we 
will watch the benefits of the 
single market slip away ” 


Three people were killed and 20 injured in a failed coup attempt 
on the Indian Ocean island of Madagascar early yesterday, hospi- 
tal officials said. Renter reports from Antananarivo. 

A small group of rebels seized Radio Madagaars»r saying they 
wanted to rad 15 years of dictatorship by President Didier Ratst - 
raka and his family who had "impoverished” the country. 

A co mm a n d o , team armed with tear gas stormed the r adio 
station and subdued the group, diplomats said. Police and troops 
patrolled the cap ital, Antananarivo, which was quiet Units of a 
special anti-riot squad, normally quartered 100 km (60 miles) 
away, were on the streets, residents said. 


Olive branch from Saddam 


Iraq’s President Saddam Hussein has proposed a face-to-face 
meeting with Iran’s President Ali Akbar TfagWm Ra&anjani to 
break the deadlock which followed the Gulf War, a Tehran 
newspap er sai d, Reuter reports from Nicosia. 

The Tehran T ime s, an En g itehrlan g u ag e newspaper close to Mr 
Ra&anjani, reported the invitation to a summit, saying Iran 
would soon have a chance to show Mr Javier P6rez de C uffllar 
the UN Secretary General, who meets Iraq's Foreign Minister Mr 
Tareq Aziz, in Borne today, whether it means what it says. ’ 


WORLD ECONOMIC INDICATORS 

UNEMPLOYMENT ■ 


W.Germany 000‘s 
% 

USA 000's 
% 

UK 000 ’S 


Japan 000’s 


Mar. *90 
1.891 
72 
8,770 
62 
1,847 
5u8 
1,200 
2.0 


Feb.’BO 
1.928 
7 A 
8,496 
&8 
1,878 
6.B 
1,360 
2.1 


Jan.’SO 

1,950 

7.5 

6£94 

5.3 

1,687 

5.8 

1.380 

22 


Mar.-BO 
2,040 
72 
6,198 
SJJ 
1.980 
6.9 
• 1,480 
22 


France 000's . 
% 

Italy 000's 
% 

Belgium 000'S 
% 


Feb.'OQ 
2£52 
' 9A 
3,960 
11.1 


Jan.-90 

2,601 

8.7 

3,925 

11.0 

413 

9>4 


Boe. *88 Feb.'SQ 

2*588 2J5BT 

_ 9 -7 103 

9*05 0974 

VU) 11 & 

a 1 ! 429 

9.4 2JB 


Netherlands 000's 
% 


Dec. ’89 
373 
9.1 


Nov.'BB 

385 

9.0 


Jan.’SS 

428 

10.4 


Sou^c fiuoyxus. OK. Jap finuff 


\ 


1. 


V 









military mot 

nt ' r ^r closet 


.■ 

rtyp — 


\ s\T\M D 


&$«?$&& **«■'£,',, > > ly.) V* •*/*;••*•>» v,' • .-'; \ f I 4 A ••■ ^ 

>*T> . T *w.*,.. v /*• \ •• > . •;• .. -it . J,; • ;y, ... 


pikmfcm 





• ■ ••:. .«, .•*. ; .<• . v,, • \ 

WV ''*' 'V Y- ’ S"’l\ 
f:S? v ,; ;V. •• 


* »W2 >*<.•«* . 

rjr4H**~;*4 « 
!»>•»'« VH.#" 

* /» . — • i • 




'.' ■*:;* - ' ■ 



WV V-»* 


Ilk 


f w<W ’.>»« 


»j:Jv..-: , ■:;.% « .;„• , , 


"ij j v *.■ • 

t' : ? v *• 

t.W •. ...» ... 


The single market will present; 
you with an increase in business; 
opportunities. ^ 

But will your customers, and/ 
indeed your customers’ customers .' 
be able to cope with the increasingly . 
competitive environment? 

Our new Multi- Market Policy lets ; 
you pick up sales without worrying, 
about the risk of bad debt associ-; 
ated with offering credit to your. 


customers. 


? !,*■> ■■"*. ■ • » '-X*, 
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It provides continual credit in- 
formation and up to 90% insurance 
cover in your home market, Europe 
and most O.E.C.D. countries. In effect, 
international credit management all 
within one simple policy. 

For more information about' 
our service call our UK Market 


or contact! 
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Manager on 
your broker. 


And find out how you can. 
increase your customer base with; 




confidence. 
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This advertisement has been issued in compliance with the requirements of the Council 
of The Stock Exchange. It does not constitute an invitation to any person to subscribe 
for or t o purchase any securities in Jardine Matheson Holdings Limited ( Jardme 
Matheson "I or Jardine Matheson /Financed Limited (“Jardine Finance ). 

Application has been granted by the Council of The Stock Exchange for all the iraued 
Ordinary Shares in Jardine Matheson, the Warrants to subscribe for Ordinary Snares 
In Jardine Matheson issued by Jardine Finance, a subsidiary of Jardine Matheson. ana 
the Ordinary Shares in Jardine Matheson which may be issued on exeraM 
subscription rights attaching to such Warrants, to be admitted to the Official List Listing 
was granted on nth May. 1990, subject to the posting of the Rule 520 Notice, and 
dealings are expected to commence today, 14th May. 1990. 

Jardine Matheson Holdings Limited 

Incorporated in Bermuda with limited liability 
and 

Jarcfine Matheson (Finance) Limited 

Incorporated in Hong Kong with limited liability 

Introduction to 
The Stock Exchange 

of 638,680.001 Ordinary Shares of HKS2.00 each 
and 99,448,667 Warrants of HKS10.00 to subscribe for Ordinary Shares 

Listing Particulars in respect of Jardine Matheson (and in respect of Jardine 
Finance, its wholly owned subsidiary, which is the issuer of the Warrants 
referred to above) in relation to their admission to the Official List are available 
in the statistical services maintained by Extel Financial Limited. 

Copies of the Listing Particulars are available for collection only during usual 
business hours from the Company Announcements Office, The Stock 
Exchange, 46-50 Finsbury Square, London EC2A 1DD on any weekday 
(Saturdays excepted! up to 16th May, 1990 and may be obtained during usual 
business hours up to and including 7th June, 1990 from :- 


Robert Fleming & Co. Limited 

25 Copthall Avenue 
London EC2R 70R 


Cazenove & Co. 
12 Tokenhouse Yard 
London EC2R 7AN 


14th May. 1990 


This advertisement has been issued in compliance with the requirements of the 
Council of The Stock Exchange. It does not constitute an invitation to any person to 
subscribe for or to purchase any securities in Dairy Farm International Holdings 
Limited ("Dairy Farm'l. 

Application has been granted by the Council of The Stock Exchange for all 
the issued Ordinary Shares of Dairy Farm to be admitted to the Official List 
Listing was granted on 1 1th May, 1990, subject to the posting of the Rule 520 
Notice, and dealings are expected to commence today. 14th May, 1990. 


DAIRY FARM INTERNATIONAL HOLDINGS LIMITED 

Incorporated in Bermuda with limited liability 

Introduction to 

The Stock Exchange 

of 1,643,002,856 Ordinary Shares of HK$0.25 each 

Listing Particulars of Dairy Farm in relation to the admission to the 
Official List are available in the statistical services maintained by Extel 
Financial Limited. 

Copies of the Listing Particulars are available for collection only 
during usual business hours from the Company Announcements 
Office. The Stock Exchange, 46-50 Finsbury Square, London EC2A 1DD 
on any weekday (Saturdays excepted) up to 16th May, 1990 and may 
be obtained during usual business hours up to and including 5th June, 
1990 from :- 


Robert Fleming & Co. Limited 
25 Copthall Avenue 
London EC2R7DR 


Cazenove & Co. 
1 2 Tokenhouse Yard 
London EC2R 7AN 


14th May, 1990 
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Treasury tells minis ters to 
curb expenditure claims 


By Philip Stephens, Political Editor 


THE TREASURY Is warning 
spending ministers that it will 
be forced to increase taxes in 
next year’s Budget unless they 
scale back substantially bids 
which would Increase their 
spending by around £15bn next 
year. 

Whitehall departments are 
in the process of finalising 
their demands for extra funds 
in the 1991/1992 financial year 
before submitting them at the 
end of this month. The Trea- 
sury's warning is designed to 
pre-empt some of those bids 
and represents in part the tra- 
ditional “sparring” which pre- 
cedes annual sp ending negotia- 
tions. 

It reflects also, however, real 
concern that excessive spend- 
ing could derail the Govern- 
ment's strategy of forcing 
down inflation and interest 
rates in the run-up to the gen- 
eral election due by mid-1992. 

The need to defuse the 
impact of the poll tax and 
attempts by departments to off- 
set higher inflation means that 
the bids will be around three 
times more than is available in 
the Treasury’s contingency 


reserve for 1991/92. That £6bn 
reserve has been reduced 
already by £lbn by new spend- 
ing commitments. 

Demands for more cash from 
the Departments of the Envi- 
ronment, Health, Social Secu- 
rity and Transport are alone 
expected to amount to well 
over £10bn. Mr Norman 
Lament the Chief Secretary to 
the Treasury, will also face fur- 
ther large bids for higher 
spending on education and on 
law and order. 

The Treasury believes that 
some of the demands are irre- 
sistible. It is resigned to pro- 
viding Wil tons of pounds to cut 
the poll tax. to restore real 
growth in health spending and 
to pay for the higher social 
security benefits resulting 
from the surge in inflation. 

It is privately acknowledged 
in Whitehall that the £192bn 
target for departmental spend- 
ing in the 1991/92 financial 
year which begins next April is 
no longer realistic. 

Some overshoot can be 
accommodated because the rise 
in inflation will push up tax 
revenues as well as spending 


demands. The official estimate 
at the time of the Budget of 
corporate tax receipts is also 
believed to have been deliber- 
ately cautious. 

The scale of the bids, how- 
ever, has convinced the Trea- 
sury that it will have to take 
drastic action to persuade 
spending ministers to curb 
their ambitions.' 

Mr Lament said . yesterday 
that hopes of tax cuts before 
the next general election were 
already in doubt He will be 
telling colleagues privately 
that the choice may well be 
between higher spending and 
ta« increases. 

The Treasury is seeking 
savings in several areas, 
including defence and employ- 
ment training. It is also deter- 
mined that fiMlii benefit rfifmM 
be frozen for the third succes- 
sive year despite the opposition 
that will create among the 
Government’s own supporters. 

Mr Lamont acknowledged, 
however, that the so-called 
“peace dividend” resulting 
from the easing of East/West, 
tensions will take time to 
materialise. 
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BRITISH AIRWAYS is to 
create 1,200 jobs in Sonth 
Wales by moving the engineer- 
ing maintenance base for its 
fleet of Boeing 747 Jumbo jets 
to Cardlff-Wales Airport, 
writes Anthony Moreton. 


. . r«»> a »'■ 

The £80m scheme is compa- 
rable in importance for the 
Welsh economy to the arrival 
last year of Bosch, the West 
German motor electronics 
manufacturer, and Toyota's 
engine plant. The decision will 


Qtyn Santo 

be a blow for Liverpool, the 
other contender, which bad 
hoped to benefit Much of BA's 
maintenance work on its 
Jumbo fleet is undertaken at 
Heathrow Airport, London. 


Britain to offer Czechoslovakia 
advice on unemployment issues 


By John Gapper in Prague 

THE FIRST package of British 
Government employment assis- 
tance to an eastern European 
country to aid restructuring 
following the end of Commu- 
nist rule is to be offered in 
Prague by Mr Michael Howard, 
Employment Secretary. 

Mr Howard is to agree a 
package under the Govern- 
ment’s £75m “Know How” ini- 
tiative to help new east Euro- 
pean governments. The 
measures have been devised in 
the expectation of a sharp rise 
in Czech unemployment 

He said yesterday that the 
initiative was “the first con- 
crete piece of technical assis- 
tance offered by a Western gov- 
ernment,” for which Britain 
would draw on its experience 
of economic restructuring in 
the 1980s. 

The British Government is 
to offer the Czechs advice on 
developing employment ser- 
vices including counselling and 
placement of the unemployed 
and training and reselling pro- 
grammes for redundant work- 
ers. 

It will also advise on ways of 
cushioning the effects of the 
anticipated contraction of the 
steel and coal industries, 
which is expected to help raise 
unemployment above 10 per 
cent of the 8m workforce. 


Mr Howard is to agree the 
package today with Mr Petr 
Miller, the Czech Minister of 
Labour. The British Govern- 
ment will not be offering direct 
financial aid for employment 
assistance, but confining toaiif 
to advice. 



Michael Howard: ’Know 
How* initiative on offer 

He said that Czechoslovak- 
ia’s likely problems with eco- 
nomic restructuring were simi- 
lar to those faced by the 
Thatcher Government in 
Britain following the 1981 
recession and the contraction 
of heavy industries. 

The Czech Government, 


which in June feces the first 
free elections in the country 
since 1946. is planning eco- 
nomic reforms to cot the coun- 
try’s reliance on heavy indus- 
try and build the 
under-developed service sector. 

Mr Howard said there was a 
parallel in the changes which 
took place in towns such as 
Corby. Northamptonshire fol- 
lowing the cutbacks in the 
British steel Industry. The 
Czech Government faced simi- 
lar “hidden nnfrinpln y mp'nf " 

There is a debate within (he 
Czech Government at the 
moment about the pace of eco- 
nomic changes, although it is 
widely accepted that the cur- 
rent structural unemployment 
rate of about 2 per cent will 
have to rise. 

Follo wing the si gning of the 
agreement today a team of 
civil servants from the Czech 
federal government and Czech 
and Slovak ministries will visit 
Britain to study British train- 
ing arrangements and Govern- 
ment training schemes. 

The British Government's 
Employment Service will also 
be offering advice on pro- 
grammes of help for the unem- 
ployed and the British experi- 
ence of setting up and running 
Jobciubs for the long-term 
unemployed to seek new work. 


Building industry 
forecast gloomy as 
recession ‘deepens’ 

By Andrew Taylor, Construction Correspondent 

THE RECESSION in the working for before we award a 


British building industry has 
come earlier, will last longer 
and be deeper than previously 
expected according to a survey 
of 600 building companies pub- 
lished today. 

The survey by the Building 
Employers Confederation 
comes amid warnings that 
some small contractors may be 
in jeopardy as a result of a rise 
in property developers going 
into receivership. 

Mr Christopher Morris, joint 
receiver at Rush & Tompkins 
the failed commercial devel- 
oper and contractor which 
owes creditors tens of millions 
of pounds, warned last week 
that some small subcontractors 
could themselves be forced into 
receivership if bills could not 
be paid. 

He said: “1 am not saying at 
this stage that trade creditors 
will get notiiing but I am not 
sanguine about their position.” 

Mr Bernard Grippe, manag- 
ing director of Pearce Con- 
struction Group, a medium 
sized contractor working 
mainly in southern England 
said: “The industry must be 
concerned about the possible 
knock-on effect of property 
companies going bust 

“My company now asks sub- 
contractors who else they are 


contract. If any of their other 
clients are considered vulnera- 
ble they do not get the work.” 

The latest quarterly work- 
load survey published by the 
Builders Employers Confedera- 
tion shows only 39 per cent of 
iwmpaniB! are now working at 
full, or almost full, capacity. 
This compares with 71 per cent 
a year ago. 

The confederation, with 9,000 
members and a combined 
annnai turnover of more than 
£30bn, is the largest construc- 
tion industry trade association. 

. Its latest survey, conducted 
in March, is one of the most 
pessimistic for almost a 
decade. It warns that construc- 
tion output, which has risen 
every year since 1981. could 
fell by between 5 per cent and 
6 per cent this year. Previously 
it had forecast that output 
would fell by 3 per cent in 1990. 

Mr Peter Rainbird, the con- 
federation's chairman, said: 
“The prospect of continuing 
high interest rates and mort- 
gage rates has undermined the 
building boom of the late 
1980s." 

He said inquiries for work 
had fallen for the third consec- 
utive quarter as the recession 
in house building has spread to 
other areas of contracting. 


British Gas changes 
management structure 


By DavfdThomas, Resources 
THE MOST far-reaching 

/-hartgme in Brfflah Gas’s man - 

agement structure for 20 years 
are due to be announced today 
in an attempt to give much 
greater authority to the com- 
pany's local managers. 

The changes reflect the top 
management' 8 belief that 
Europe's largest gas utility 
must make itself more respon- 
sive to customers in the face of 
increased competition injected 
into the energy sector by the 
Government 

British Gas’s re-organisation 
follows sweeping management 
re-structurings recently 
announced by other large com- 
panies-such as British Petro- 
leum and British Telecom. 

British . Gas intends to 
appoint 94 general managers to 
ran its local districts, the first 
time the company has given 
one person executive authority 
over local operations. 

The new district general 
managers are intended to be 
tiie visible face of the company 
among customers. They wul be 


Editor 

responsible for districts which, 
on average, will have 250,000 
customers, employ 500-700 staff 
anfl have an annual turnover 
of about £80m. 

The district managers will be 
set targets covering standard 
of service, cost reduction and 
marketing, and may in time be 
paid on a performance-related 
barfs However, districts can- 
not be full profit centres, as 
gas prices are set nationally. 

Until now, British Gas’s dis- 
tricts have had functional man- 
agers responsible for activities 
like marketing and engineering 
who have reported to area or 
regional tiers of management 
above them. In future, func- 
tional managers will report to 
district g e neral managers. 

British Gas also intends to 
appoint 27 operational direc- 
tors to its regional organisa- 
tions who will oversee two or 
three districts. It will sweep 
away the area tier in regions 
where it still exists. 

A utility comes out of its 
shell. Page 17 ' 


CARRE ORBAN PAUL RAY 
INTERNATIONAL 

MANAGEMENT CONSULTANTS 
Executive Search and Management Audits 

are pleased to announce the following London appointments 
Mark J.H. Weedon — Managing Director, UK 
Charles J.P. Betz — MD, Financial Services, 
Europe 

Richard N. Goode —Partner 

Also based in London 

Phiilipe de Backer (Partner) Midtael Craig-Cooper CBE 
Andrew Davies Patrick Alexander 

Ashley Cooper William Charming 


CARRE ORBAN PAUL RAY 

7 C ur:;>n Street. Loudon WlY 7EL 
Tel: 0 7( 4YJ 1266 Fa\: 071 4'0( 4600 
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The Nomura Securities Co. Ltd. Tokyo is pleased 
to announce the opening of Nomura Bank (Switzerland) 


Ltd., Branch Office Basle, May 14, 1990 



ZURICH, Bahnhofstrasse 71, 8023 Zurich, TeL 01-219 91 11, Telex 813-782, Fax 01-211 60 31 
GENEVA 10, Quai du Seujet, 1211 Geneva 11, TsL 022-732 46 46, Telex 412-120, Fax 022-732 83 14 
LUGANO, Via Pretorio 9, 6900 Lugano, TeL 091-20 22 22, Telex 841-272, Eax 091-23 99 28 
BASLE, Schifflande 2, 4001 Basle, Tel. 061-29 46 11, Telex 962-800, Fax 061-29 46 26 
The Nomura Securities Co. Ltd., 1-9-1, Nihonbashi, Chuo-ku, Tokyo 103/Japan 
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Heseltine tries to end leadership rumours 

By Philip Stephens* Political Editor 


MR Michael Heseltine 
yesterday sought to end specu- 
lation that he might challenge 
Mrs Margaret Thatcher tint 
acknowledged that he still har- 
boured ambitions for the Con- 
servative Parly leadership once 
she stepped down. 

The former Defence Secre- 
tary’s insistence In a television 
interview that It was time to 
halt the speculation came after 
Mrs Thatcher repeated at the 
weekend her d ete r min atio n to 
lead the Government to a 
fourth general election victory. 

In an assessment of her own 
and of the Government’s posi- 
tion, she told the Scottish Con- 
servative Party conference in 
Aberdeen that this month’s 
local elections had signalled 
the start of the recovery that 
would ensure a win. 

She castigated the "defeat- 
ism of feint hearts” in her 
party and pledged a continua- 
tion of the radicalism that had 
given her three election suc- 
cesses. 

At the samp time she indi- 


cated that the thrust of the 
Government’s attack on the 
Labour Party would concen- 
trate on the opposition's eco- 
nomic strategy- The slogan 
used in the local elections - 
Conservative councils cost yon 
less, Labour councils cost you 
more - is to provide the bams 
for a constant campaign 

a gainct Labour. 

Mrs Thatcher admitted that 
the Government - still 
trailing significantly in opinion 
polls - had to win back the 
working and lower middle 
class voters who had ensured 
its victories in 138S and 1987. 

Her speech, which won a 
wa rm if not ecstatic welcome, 
aimed also to dispel any sug- 
gestion that might stand 
down before the next election 
and to calm the nerves of the 
party faithful. 

Although many senior minis- 
ters are privately far less san- 
guine about the political oat- 
look, they share her confidence 
that the threat from Mr 
Heseltine has receded. 


Yesterday Mr Heseltine dis- 
played considerable irritation 
during a BBC interview when 
he was asked to give categori- 
cal assurances about his inten- 
tions. 

He Insisted that his oft-re- 
peated phrase that he could 
not "foresee the circum- 
stances" in which he would 
mount a challenge made the 
situation perfectly clear. He 
also reaffirmed his expectation 
that the Conservatives would 
win the next election under 
Mrs Thatcher’s leadership. 

• Colleagues of Mr Norman 
Tebbit the former Conserva- 
tive Party chair man, believe 
that he may decide to stand 
down as MP for Cbingford at 
the next general election. 

He announced less than two 
months ago that he might be a 
candidate in a future leader- 
ship contest, but the failure of 
bis rebellion against the Gov- 
ernment's legislation on Hong 
Kong was seen as undercutting 
decisively his influence at 
Westminster. 
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Michael Heseltine: irritation over leadership question 


MPs want state 
cash for tunnel 
link, study says 

NEARLY two thir ds of MPs 
want some form of public 
investment in the Channel tun- 
nel, a survey on behalf of the 
London Borough of Southwark 
shows. 

The survey, based on inter- 
views with loo MPs, shows 49 
per cent of Tories and 86 per 
cent of Labour MPs want 
repeal or amendment of the 
Section Qf the Channel T unnel 
Act prohibiting use of public 
money. 

The Government, however, 
continues to insist that the 
project must be financed 
entirely by private funds. 

A private bill to authorise 
building of the highspeed rail 
link across Kent from London 
to the tunnel is due before the 
Commons in the autumn. 

The survey, carried out by 
Connect Public Affairs, makes 
clear that the Government 
might face growing pressure to 
reconsider its position. 
Although 75 per cent of Tories 
were satisfied with the Govern- 
ment’s hanHHng of the tunnel 
project, some 72 per cent of 
MPs questioned were dissatisf- 
ied with Eurotunnel and 86 per 
cent were dissatisfied with 
British Ran 


Coopers 9 team considers poll tax options 

By Richard Evans 


AN INTENSIVE research 
project into the feasibility and 
costs of alternatives to the 
community charge, or poll tax, 
has been launched by Coopers 
A Lybrand Deloitte, the man- 
agement consultants, for the 
independent Joseph Rowntree 
Memorial Trust 
Alternative schemes Include 
several forms of local income 
or property tax, a reformed 
community charge, a greater 
reliance on charging for ser- 
vices, or combinations of vari- 
ous revenue-raising methods. 


The Government appears 
totally committed to the princi- 
ple of the poll tax, particularly 
after the crucial successes in 
the London boroughs of West- 
minster and Wandsworth In 
the local elections on May 3, 
but an Independent analysis of 
alternatives is likely to gener- 
ate a great deal of interest 
The research team is led by 
Mr Guy Hollis, who heads Coo- 
pers’ local-government consul- 
tancy practice In the UK, and 
includes Sir Christopher Fos- 
ter, a senior director of Coo- 


pers; Mr Tony Travers, director 
of research of the Greater Lon- 
don group at the London 
School of Economics; Mrs Rita 
Hale, head of the local govern- 
ment division of the Chartered 
Institute of Public Finance and 
Accountancy; and Mr Richard 
Jackman, an economist who 
specialises in public Rinding 
issues. 

The towm will MMMinn the 
extent to which alternative 
schemes could provide a 
source of revenue that would 
allow local authorities freedom 


in designing their own policies, 
and the extent to which 
schemes would be administra- 
tively feasible. 

Also examined will be the 
practicality of enforcing alter- 
native schemes, their relation 
to the central-government 
grant system and their effect 
on the distribution of income. 

The project will include a-* 
comparative study of local tax- 
ation in other European coun- 
tries. It will be completed in 
the autumn and a report pub- 
lished in October. 


Lucas denies Iran Air contract link to hostages 


By Lynfon McLain 

LUCAS AEROSPACE, one of 
Britain's biggest defence con- 
tractors, has been invited by 
Iran to tender for a contract to 
overhaul the US-made engines 
on two Boeing 747 jumbo jets 
.belonging to Iran Air, the Ira- 
nian afo-Hrw 

Lucas Industries, the parent 
company, said yesterday It 
would seek the approval of the 
UK and US Governments 
before submitting a tender. 
That is necessary because the 


pn ginas were made by Pratt & 
Whitney of the US, while UK 
government approval would be 
needed because of Lucas’s 
defence interests. 

Lucas denied knowledge of a 
link between the potential con- 
tract and the possible release 
of Western hostages in Leba- 
non. The Foreign Office also 
denied knowing of any link. 

Lncas Aerospace makes 
high-technology equipment, 
including jet engine starting 


systems for civil and military 
aircraft Lucas Industries said 
yesterday that the subsidiary 
had been approached by an 
"independent UK-based con- 
sultant," acting for Iran to ten- 
der for the contract. The con- 
sultant was "Lucas Industries' 
channel to Iran and would not 
be named , for commercial rea- 
sons.” 

The company said: "Other 
people have es t ab l ished a link 
between the potential contract 


and the Western hostages, but 
we have not linked the con- 
tract to the hostages. 

“The basis of the contract, If 
it goes through, is to supply 
Lucas Aerospace parts and 
components and those from 
Other manufa cture™ and to 
oversee, as prime contractor, 
their fitting in the overhaul of 
the aircraft engines." The com- 
pany had been deciding since 
January whether to tender for 
the contract 


Tynwald to decide 
on SIB pay-out 

By Sue Stuart 


NEWS IN BRIEF 

Chief whip 
Foster to be 
challenged 

LABOUR'S transport spokes- 
man Mr Peter Snape declared 
his inten tion to stand against 
the party's chief whip Mr 
Derek Foster in elections for 
the post this autumn. 

Mr Foster has faced criticism 
over Labour's performance 
during the recent debate on 
the issuing of passports to 
Hong Kong residents. Many 
Tories rebelled, but the Gov- 
ernment avoided defeat 
because numerous Labour MPs 
were absent 

Mr Foster has fought ofr 
election challenges in each of 
the past two years. 

Cancer dietary study 

PEOPLE in the south-east, 
south-west, Wales and the Mid- 
lands are much more likely to 
identify dietary changes as a 
means of preventing cancer 
than people in the north of the 
country, according to a poll 
carried out by NOP for BBC 
Radio 2. 

The research, conducted for 
a Radio 2 programme on social 
issues, supports Edwina Cur- 
rie’s remarks, when she was 
junior Minister of Health, 
about an unwholesome north- 
ern diet 

The poll also shows that 
Britons are often reluctant to 
make simple changes to their 
lives, such as giving up smok- 
ing and chang ing their eating 
habits, to reduce risks of get- 
ting cancer. 

NHS helicopter 

A NATIONAL Health Service- 
funded helicopter ambulance 
service for Scotland's remote 
Highland areas has been given 
the go-ahead. The first such 
NHS scheme In the country, it 
was one of more than £7m 
worth of health projects 
announced by Scottish Health 
Minister Mr Michael Forsyth. 

Exhibition coup 

GLASGOW, celebrating its 
year as European City of Cul- 
ture, is to be the only Euro- 
pean venue for the unique 
Treasures of The Holy Land 
exhibition from the Israel 
Museum in Jerusalem. It will 
feature gold jewellery, copper 
itema from the Judean Desert, 
ornaments and household 
items. 


THE ISLE of Man Government 
will decide tomorrow whether 
to make an ex gratia payment 
to former depositors wbo suf- 
fered losses In the £42m col- 
lapse of the Savings and 
Investment Bank. 

Pressure has mounted for 
such a gesture since the 
collapse last month on the 
island of the criminal trial of 
the owner and seven former 
officials and agents of the 
bank. 

Mr Thomas Field Fisher QC, 
acting deemster (judge), aban- 
doned the trial because of the 
unjustifiable delay in bringing 
the prosecution, which in some 
cases was 13 years after the 
event listed in the charges. Mr 
Field Fisher hinted very 
strongly that the Manx Gov- 
ernment should compensate 
the banks’ depositors with the 
£10m set aside to cover the 
estimated cost of the trial. 

The Savings and Investment 
Bank crashed in the Isle of 
Man in 1982 with 1 42m debts 
and around 3,000 creditors, 
many of whom were small 
depositors wbo lost their life 
savings. 

Depositors have pursued 
civil action against the Manx 
Government for years, claim- 


ing it was negligent and in 
breach of its duty of care. 

Last month that action 
ended when the Privy Council, 
the final court of appeal for the 
island, ruled that those being 
sued did not owe a duty of 
care. 

During the preliminary hear- 
ing of the criminal trial, law- 
yers quoted from two hitherto 
secret reports - one on bank- 
ing supervision on the Isle of 
Man by two Bank of England 
officials, and the other from 
the court-appointed inspectors 
who investigated the collapse. 

The Government published 
the Bank of England report 
lost week and has applied to 
the court for release of the 
inspectors' report When this 
intention was announced. Mr 
Miles Walker, the Manx Chief 
Minister, said he would make a 
statement about ex -gratia pay- 
ments to depositors at the next 
sitting of Tynwald, the Mans 
parliament, to be held tomor- 
row. 

Mr Ken Potts, of the deposi- 
tors action group, said a settle- 
ment of £Sm would meet 
claims by smaller depositors. 
The bank's liquidators expect 
soon to make a I5p-in-the- 
pound payment to creditors. 


Lords told of handicap to 
engineering innovation 


SERIOUS deficiencies exist in 
the UK's ability to generate 
enough manufacturing innova- 
tion. the Engineering Employ- 
ers Federation has warned. 

In evidence submitted to the 
House of Lords select commit- 
tee on science and technology, 
the federation reports: "Innova- 
tion in manufacturing indus- 
tries is an essential driving 
force in economic develop- 
ment." 

The committee calls for an 
early inquiry into allegations 
that “short-term ism” in the 
financial markets inhibits 
innovation. The term describes 
a pursuit of short-term profit 
that disregards long-term 
advantage. 

The federation says many 
successful UK engineering 
firms do not regard the finan- 
cial environment as an obsta- 
cle to innovation. 


“There are others, includ- 
ing some successful firms, 
who do perceive an obstacle in 
the ‘short-termism’ of the 
financial environment in the 
UK. 

“Financial investors in Ger- 
many and Japan are said to be 
more prepared to accept tech- 
nological and business risk and 
mare prepared to invest for 
many years without current 
returns than investors in the 
UK or the United States. 

“If the allegations ore true, 
then this is a major problem 
which must be resolved before 
the UK economy can fully pros- 
per in the post-North Sea oil 
conditions of the 1990s. 

The federation urges an 
“early and penetrating re ■ex- 
amination’' of its frequent and 
persistent allegations that 
short-termism in finannial mar- 
kets iwMWte innovation. 
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Anyone 
can offer 
‘Contract Hire’ 


- trust Volvo 
to come up 
with ‘Contract 
Lower’. 



NewVolvoFL7 • 

. .. 4x2 tract or,32 tonnes GCW. 

£ 1,145 

^ per month (plus VAT) 


New Volvo FLIO 

4X2 tractor, 38 tonnes GCW. 

£ 1,297 


New Volvo F10 
4x2 tractor, 38 tonnes GCW 

£ 1,352 

^ per month (pins VAT) 


New \blvo F12 - 360 
4x2 tractor. 38 tonnes GCW. 

£ 1,417 

* per month (plus VAT) 


Examples based on a Contract period of 60 months at 70,000 miles per year on standard road haulage applications, and include vehicle, 
road fund tax, scheduled repair and maintenance, replacement vehicle, tyres and extras to a capital cost of £2,400. 


As a result of proven product reliability, Volvo Contract Hire rentals, on new contracts, are reduced -significantly! 


Special low rentals available to 31st July 1990. Contact your local Volvo distributor today. 


ivn iwumuj muunviv iv j — - * 

-Ifel (Ototo 781782. Aromnoutb: Tel (0272) 823741. Bvrtead: Td (041) 881 58SL JkttdMm: Tel (0506) 856892. Carikfc: Tel (0228) 29262. Chdchcatofi: Td (0274) 85111 1. Pw^ wuTel (0325)355161. ™ 

TH («K n'ra tttt-lAMidnd.CMn^TM (08ri 529 8686. Louden. VMmmi Tel (07842) 43571. Maidstone: TU (0622) 71081 L (061) 406 6620. Pfcnndu Id (0603) 424266. 

Tri (0743) 23634lT^U B p to a: Td (W?) 66350). M* Til (0922) 720WL WaoUsei Til (04698) 43L 


VOLVO 


Available to business users only All applications subject to Contract approval and underwriting byAifeaThjck Finance Ltd. 
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Productivity in 
engineering will 
fall, study says 

By Charles Leadbeater, Industrial Editor 


GROWTH and productivity in 
the engineering industry will 
foil sharply in the next year, 
according to a report on the 
long-term prospects for the 
industry, published today. 

The report by Cambridge 
Econometrics, the economic 
forecasting group, says growth 
will be significantly lower than 
during the investment and con- 
sumer boom of the past two 
years. 

However, it predicts that 
continued export growth will 
enable the industry to outper- 
form other sectors. 

The report on prospects for 
the industry up to the turn of 
the century, predicts a signifi- 
cant improvement in the trade 
balance In mechanical engi- 
neering, electronics, electrical 
engineering and instruments. 

By the mid 1990s, those 
industries are projected to 
deliver an annual trade surplus 
of more than £3bn. The indus- 
try as a whole is expected to 
increase exports by 8.4 per cent 
a year over the course of the 
decade, compared with 45 per 
cent growth in imports. 

The report says most of the 
industries have become more 
internationally competitive in 
the 1980s through rationalisa- 
tion of inefficient capacity, the 
introduction of new working 
practices and product develop- 
ment strategies. 

However, several sectors are 
open to import penetration 
because they have confined 
their strategies to competing in 
specialist niche markets rather 
than in volume markets. 

In many sectors, such as ball 
bearings and consumer elec- 
tronics, output from Britain is 
entirely from foreign-own ed 
plants. 

The report warns that the 
sectors’ performance will 
depend on continued improve- 
ments in competitiveness 
which will be delivered only by 
higher investment in research 
and development, new equip- 
ment and staff training. 

It says mcnhaniral engineer- 
ing in particular may contract 
as a result of the restructuring 
prompted by the completion of 
the single European market 
programme, and all sectors 


will he under more pressure 
after the UK joins the 
exchange-rate mechanism of 
the European Monetary Sys- 
tem. 

• Mechanical engineering out- 
put should rise by about 3 per 
cent In 1990, down from 85 per 
cent in 1988. largely because 
investment demand is proj- 
ected to fen from a peak of 185 
per cent two years ago to 1.4 
per cent this year. 

Employment in the industry, 
which showed a small increase 
in the past 18 months, is expec- 
ted to remain almost station- 
ary. 

Profit margins will be 
squeezed but in the short term 
the sector should return to a 
trade surplus of just over 
ESOOm. 

• Electronics output is proj- 
ected to rise by 5.4 per cent in 
the next year, in contrast to 
growth rates of ll per cent and 
9 per emit in the previous two 
years. Employment will stabi- 
lise, productivity growth rates 
will fell and profit margins will 
be cat. 

The growth of the industry’s 
trade deficit should be slowed, 
with exports growing at 105 
per cent this year against an 
85 per cent growth in imports. 

• Electrical engineering will 
suffer worse than most other 
engineering sectors from the 
slowdown in the UK. Output is 
forecast as growing by only 2.5 
per cent and employment will 
fall by 15 per cent. 

However the sector’s trade 
deficit should contract sharply, 
with continuing export growth 
and lower imports. 

A trade deficit of £L25bn this 
year should be reduced to 
£500m in 1995 and a surplus of 
about £300m in the year 2,000. 

• Instrument engineering out- 
put is forecast to rise by about 
4.7 per cent, compared with the 
4 per cent recorded in 1989. 
Although export growth will 
fell from 21 per cent in 1988 to 
55 per cent this year, import 
growth will slow more mark- 
edly from 27 per cent two years 
ago to 35 per cent this year. 
77ie UK Engineering Industries 
in the 1990s. Cambridge Econo- 
metrics, 21 St Andrew's Street, 
Cambridge CB23AX. £850. 


Virgin sells 
10% stake 
to Saison 
of Japan 

By Andrew Hill 
SEIBU Saison International, 
part of the Japanese Saison 
conglomerate that bought the 
Intercontinental hotel c hai n to 
1988, has acquired 10 per cent 
of Mr Richard Branson's Vir- 
gin Atlantic airline and travel 
group In exchange for a £ 3 6m 
injection of equity and con- 
vertible loan capital. 

The Japanese company has 
taken the stake in Virgin 
Atlantic’s parent company. 
Voyager Travel Holdings. It is 
the latest in a series of joint 
ventures between Virgin and 
the Japanese. Last October, a 
s ubsidiar y of Fujisankei Com- 
munications Group, a Japa- 
nese media company, agreed 
to boy a 25 per cent sharehold- 
ing in Virgin Music, the record 
company, for $i50m (£89m). 

The agreement with Saison 
might herald other business 
deals between the Japanese 
group and Virgin Atlantic, 
which has been trying to 
increase its flights between 
London and Tokyo. 

The capital raised by the 
deal will be used to fund the 
expansion of the Virgin route 
network, and Mr Branson said 
Salson's hotel Interests would 
provide important support for 
those plans. Future destina- 
tions would include Boston, 
Singapore, Hong Kong and 
Australia, he added - 

Saison, which also has 
retailing, travel, and leisure 
interests, owns Intercontinen- 
tal hotels with Scandinavian 
Airlines System and has $25bn 
annual turnover. 
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CBI/FT DISTRIBUTIVE TRADE SURVEY 

Retail and wholesale growth 
up in April but motors worse 


By Michael Prowse 

sat . gs growth in retailing and 

wholesaling picked up in April, 

according to the latest Confed- 
eration of British Industry/ 
Financial Times distributive 
trade survey. 

In contrast, trading condi- 
tions are deteriorating in the 
already depressed motor trade, 
tiie survey indicates. Sales of 
durable household goods are 
also down compared with April 
a year ago. 

The survey polled 485 compa- 
nies in the retail, wholesale 
and motor trade sectors 
between April 16 and May 3. It 
suggests Chat the distributive 
market remains quite strong. 
Of companies surveyed, 50 per 
cent reported higher sales than 
a year e arl i e r, 21 per cent said 
sales were unchanged and 29 
per cent said sales were down. 

The 21 per cent positive bal- 
ance - ah indicator of the 
trend - was the best result 
since last September and con- 
trasts with a positive balance 
of only 9 per cent in March. It 
was also ahead erf expectations: 
last month, a balance of 18 per 
cent of respondents said they 
expected higher sales in April. 

Of 282 retailers polled, 00 per 
cent said sales woe higher In 
April than a year earlier, while 
19 per cent reported a darling 
The resulting positive balance 
of 41 per cent was an improve- 
ment on March’s balance of 18 
per cent and the strongest out- 
turn January. 

The recovery, however, was 
not unexpected: in March a 
balance of 42 per cent of corn- 
rallies said they expected 
sales in April. 


Grocers and footware and 
leather retailers reported the 
most buoyant markets in 
April, while teles of durable 
household goods fell 

All the mall order companies 
-surveyed reported lower sales 
than a year ago. Of the individ- 
ual retelling groups; the best 
sales increases were reported 
by the large multiple stores. 

Retailers were optimistic 
about prospects for this month. 
Some 53 per cent said they 
anticipated higher sales in 
May, relative to 1989, while 14 
per cent expected lower sales. 

A balance of 19 per cent of 
retailers said they expected 
sales this month would be good 
for the time of year, compared 
with 22 per cent last month 
who expected April sales to be 
good. 

Overall a positive balance of 
27 per cent of retailers Bald the 
volume of orders placed with 
suppliers was higher than a 
year ago, the largest positive 
balance since May 1989. In 
April stocks were run down In 
relation to expected sales; a 
-balance of 13 per cent of com- 
panies reported excessive 
stocks, a smaller proportion 
than in March. 

Sales also picked np in 
wholesaling. Of 153 companies 
polled, 49 per cent said sales 
were higher last month than a 
year ago, 21 per cent reported 
no change in and 29 per 

' C8Dt had falteri 

The resulting 20 per cent 
positive balance fen April was 
up on March's 6 per cent bal- 
ance and well ahead of expec- 
tations. It was, however, below 


the positive b al a nce of 35 per 
cent recorded this time last 
year. . ^ 

A balance of 13 percents 
who lesale rs said sales in April 
were good for the time of year. 
In Mardi the balance was neg- 
ative, Stuh rating dissatisfection 
with sales performance. 

Food drink wholesalers 
reported the best sales growth 
in April while builders' mer- 
chants, industrial materials 
companies mid machinery and 
office equipment groups 
reported lower sales volume 
than a year ago. 

Wholesalers appeared rela- 
tively optimistic about pros- 
pects for this month. A positive 
balance of 21 per cent said they 
expected higher sales growth 
than a year ago. Growth m 
orders placed on suppliers 
picked up last month and 
stocks were run down in rela- 
tion to expected sales. 

Business conditions in the 
motor trades, however, remain 
extremely depressed. Lower 
sales were reported for the 12th 
monthly survey in succession. 

Of 50 companies surveyed, 
only 12 per cent reported 
hi ghar sa tes in April while 72 
per cent said sales were down. 
The resulting balance of 60 per 
cent reporting lower sales was 
well below expectations and 
the worst figure since the sur- 
vey began in 1983. 

The outlook for May is 
gloomy, with a balance of 47 
per cent of respondents expect- 
ing lower sales relative to 1989. 
The volume of orders placed 
with suppliers is also sharply 
down. 


PR industry sees expansion in 1990 


By Alice Rawsthom 

THE public-relations industry 
appears set for further growth 
this year in spite of a down- 
turn in other areas of the mar- 
keting services sector, such as 
advertising and design. 

A survey by the Public Rela- 
tions Consultants Association, 
which represents most of the 
large consultancies in the UR. 
suggests that the level of 
expenditure on PR should 
increase by 18 per cent in real 
terms in 1990. 

The survey was conducted 
among 64 member companies 


of the PRCA across the UK 
Three quarters of companies 
surveyed forecast that their fee 
income would rise by between 
10 and 25 per cent during the 
year. 

The companies expected 
most of their growth to come 
from new business, with more 
modest increases in fees from 
gristing clients. Two thirds of 
the consultancies expected to 
increase their staff tms year. 

The business-to-husiness and 
consumer sectors are expected 
to be the most buoyant areas 


of activity. The weakest area of 
the industry will be flmmrioi 
public relations, which, is 
already suffering from the 
sluggish state of the stock mar- 
ket and the dearth, of mergers 
and acquisitions. 

The PRCA survey suggests 
that the public-relations indus- 
try will continue to flourish in 
the future. Almost four out of 
every five respondents said 
they were “equally or more 
confident” about their pros- 
pects for 1990, compared with 
last year. 


Report eases power sell-off fears 


By Maurice Samueteon 

THE 12 elec tri city distribution 
companies of England and 
Wales would not suffer too 
greatly from losing supply cus- 
tomers to the two g e n e r atin g 
companies. National Power 
and PowerGen. 

The forecast comes in a 
study of the Jis irlhuBfin com- 
panies' prospects after flota- 
tion in November by Rowe & 
Pitman, the Government's 
joint brokers with Kleinwort 
Benson. The generators are 
campaigning for a relaxation 
an toe business they «n take 


from distribution companies 
through direct supply con- 
tracts with sites consuming at 
least 1MW of power: . 

The two generators, now can 
each compete for 7 per cent of 
the sales in each distribution 
company’s region. But Profes- 
sor Stephen Littlechild, the 
regulator, is considering an 
appeal from National Power to 
relax the limit. The distribu- 
tion company chairmen have 
challeng ed the appeal 

The report notes that the 
area companies’ profit will 


come principally from the use 
of their wires - their distribu- 
tion bu gfriftBs — rather than as 
contractual suppliers. 

“The impact of losing supply 
customers, while probably 
damag in g to management 
pride/is of liar less significance 
to tiie business than loss of dis- 
tribution customers.” 

Electricity; The New Begin - 
ntng. Nigel Burton and Mark 
Loveland. Warburg Securities. 
i, Finsbury A venue, London 
EC2M 2PA. Available on 
request 
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When travelling internationally, 
you can memorise tills. 


o 


CONRAD 


r you can memorise 


this. 


\%nderful new hotels are opening around the world that offer every convenience and 
luxury imaginable. Comad Hotels symbolise everything Conrad Hilton believed in: 
Superior service. For reservations call your travel consultant or Hilton Reservation Service. 
In the UK. call 0800 289303; in London 780 1155, 


London 

Toronto 

mt 


Dublin 

Brussels 

mz 


Hong Kong 
Puerto \bllalta 


jo* 


St. Martin 

Istanbul 

mt 


Australia 

Cabo San Lucas 
t992 


Monte Carlo 
Cancun 


Conrad.The International 
Symbol For Service. 
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Noftbamraon Kawasaki 


Bir mingham 
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Shizuoka Santa fc 



Sacramento Ptym n nrh 


Kyoto Washington, DC. Bradford 


Tun pa Portsmouth Kochi Kansas City Brighton 



Southend Hiroshima San Diego 


Kitakyushu Honolulu 


Fukuoka Phoenix Gateshead 
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Sand aland Matsuyama 


Aomori Indianapolis 
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Tbyohashi Charleston Rhondda 


Charlotte Dundee Yokosuka Orfaodo Oldham 
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Oakland Norwich 


Edinburgh mehmohe Oklahoma City 



Blackpool Sokara 


Hartford Preston 


Norfolk Leicester Sasebo New Haven Nottingham Nagano 



Noshho Jackson B ir k e nh ead 


Rochester Derby 
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It would take a thousand pages to explain just one 
of the benefits of our new global alliance. 


Introducing AI&T Enhanced FAX. 
A new Global Messaging Service 
offered by AES3T ISTEL. 

Starting this month, we have integrated our dedi- 
cated messaging network with the ^ 

AKETJens in Japan We can now provide complete end- 
to-end support for Enhanced EAX on three continents. 

With M&r Enhanced mX, you need only once 
send the same document to up to a thousand different 
destinations, and to more than 150 countries worldwide. 
Vfe also offer Auto-Retry for up to six hours and a private 


mailbox with store and forward capabilities. And there 
will be even more features available in the future. 

Of course, AWT Enhanced EAX is only the 
beginning. 

AJ83T Global Messagu^ provides a portfolio of ser- 
vices basedonacomnxmax^tecti^ connected to 
our own networik nodes in Japan, the U& and the UK. 
That means we can tqxiaie and upgrade our services 
continually. Utemaidy; Global Messaging will bring you 
total integration of data, voice, text and image trans- 
mission woridwide 

And with AWT ISTEL, you have one company who 
is responsible for all of your messaging needs witha 


range of exceptional products and services, including 
global billing. In addition, we have customer assistance 
available to answer any question you might have 
R)r information, call free phone 0800 289-403. 
After all, there’s only so much we can say on one page 
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The Verran AC DataUnk 
through-the-mains 
computer connection. 

For full information on the AC Data Link and 
new AC DataLink DPS (Dedicated Printer Sharer), 
plus stockist List, contact us - today. 

St 0256 811666 


I Verran Electronics Ltd, FREEPOST (BZ 336), 

- Basingstoke, Hants., RG24 OBR. 

* Please send me full information on the Verran AC DataLink and 
| new AC DataUnk DPS. block capitals please 
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Address 





ready to take off whenever you need 


Building U9 ■ l910Mdsbrodc (BELGIUM) 

Acme : 32-2-7.Stfl5.05 Pax : 32- 2-7S2.0 6.06 

Tdex : 20838 StncBRUlEHE 


COMPANY NOTICES 


THE AEtna FEDERATED INTERNATIONAL UMBRELLA FUND 
Sodeto d'lnvesttemmeirt a Capital Variable 
Registered office; 14, Rue Lion Thyee, L-263B Luxembourg 
Commercial Register: B27471 
Notice of Annual General Meeting of Shareholders 


The Annual General Meeting ol Shaiehokkua at the Aem Federated imematkMiel 
Umbrella Fund StCAV will be held at the Company's registered office M 14, Rue Leon 
Thyea, L-2630 Luxemtwura on Monday the 2T*t May 1890 at ftam arftfi the following 
Agendo. 

>. To hear and accept- 

a) The report of tne Otrectora. 

b) The report ol the Auditor. 

Z To approve me Balance Sheet and Proat end Loea statement at December 31sL 
1989 

3. el To ratify the Martm Dividends declared on the Slat December. 1988 es Final 
Dividends lor certain hinds. 

b) To declare a Final DtvWend for die year 1389 tor other funds 

A. To discharge me Directors having held otttco during Hie dosed financial year from 
further reaponatbUIttos In reaped of the carrying cut of thetr dudes during the add 
year. 

6. To eteet or re-eled 8 m Director, to serve mm the next Annuel General Meeting of 
shareholder* and approve their remuneration (In cose Of norwUMIoM Directors) 


Shareholders ore advfaed did no quorum tor the meeting hi required and that dedstons 
will be taken by the majority of the shares present or represented at too meeting 

The Board of Directors 

The AEtna Federated International Umbrella Fund 


LEGAL NOTICES 


NOTICE IS HStEflY GIVEN, pursuant to Sec- 
tion 98 of die tasotvancy Act 1908. that a 
MEETING of me CREDITORS of the above- 
named Company will be held al Shelley 
House. 3 Nooie Street. London EC7V /Da on 
25tti May 1990 at It ojn. lor ttie piwp oa ee 
mendemed In Sections 99 to tot of die sale 
Act. A lot ol the names and addressee ol the 
Company's creditors may be Inspected free 
of charge d ShoBey House, a Noble Street 
London £C2V 7DQ between 10.00 in and 
6 00 pm. on 23rd May 1990 and 24tti May 
1990 

Creditors wtotong to Kite at me meeting 
must (urtieee they era individual creditors 
attending in portion) lodge their proxies til 
sMIlay House. 3 Noble Street. London ECZV 
TOO no later than 13 noon on 34th May 1 99a 
Creditors mvM submit a proof of debt bolero 
voting and. untoss tiiey surrender their ssclk 
Hly. Boeurad erodHnre must give particjjUuc 
ol their security end Its value. 

DATED pile 2nd day ol May 1880. 

BY ORDER OF THE BOARD 
Signed M. Gernghty 
Director 

BLASE DESIGNS PUBUC 
LIMITED COMPANY 


NOTICE IS HEREBY GIVEN, pursuant to Sec- 
tion 9a of me buoivancy Act 1086. that a 
MEETING of Bio CREDITORS Ol tile above- 
named Company will ha hold at Shelley 
Houm, 3 Noble StreoL London ECZV 7DQ an 
Friday. 2S9i Uoy 1980 at 240 p.m. for die 
purposes mentioned in fieoiono 99 to 101 of 
the oald Act A Hal al the nemea and 
addressee of the Company's creditors may 
be Inspected Iroo of Charge S> Sh elley 
House. 3 Nobto Street. London ECSV TOO 
between 1000 o.m. end 400 pm. on 23rd 
May 1990 aM 2«h May 1990 

Cr odilon wishing to vote at tits m eeting 
mull (urti eas may oro individual worttore 
omnding m paraonj lodge their prfedaa ai 
9 honey House. 0 Noble Same*. London ECZV 
TDD no later than 12 noon on 34th May 1990. 
Creditors must oubmlt a proof of date before 
voting end. unfees they surrender BKtir secu- 
rity, secured creditors must give perDculara 
of the., aecurity and its value. 

DATED Ms 2nd day of May 1890. 

BY ORDER OF THE BOARD 

N Stables 
Dimeter 


HIGHSTEAD DEVELOPMENTS 
LIMITED 


Registered number 20053 TO 

Former company name. Hlgmtoad Buttdmg 

A ttmatopmont Co Limited (In 200 89) 

Nature of business Property Developer 

Trade classification: 23 

Date oi appointment of (one administrative 

receivers, a April 1890 

Nome of parson appointing the joint admlnte- 

trail VH roc el vara: QuIrtOM Mahon & Co 

Limited 

MALCOLM JOHN LONDON and ROBIN MICH- 
AEL AQ0Y 

Joint Admin tetrad va Receivers 

(On ice holder nos 191 and 01) of Cork Gully 

Shelley Houae 

3 Noble Street 

London ECZV TOO 


GMT Steel* Limited 


Registered Ncr 1817872 

Nature ol business:- Steel aucfibraura 

Trade classification: 08 

Name and address of administrative 

receiver: 

David John Stokes 

Cork Cully 

t East Parade 

Sheffield El SET 

Office holder number 2682 

Date ol appointment 1 May 1990 

Kamo of appointor. United Engineering 

Stoeta Limned 


D REXEL BURNHAM 
* LAMBERT LIMITED 
(in Voluntary Liquidation) 


Nonce Is hereby given that CT E. Hay- 
ward and P.W Wallace of KPMO Peat 
Marwick MoLinioek. 20 Farrlngdon 
strut, London EC4A 4PP were 
oppofmad |ofnt Dquidotere of too above 
company on 30th Apell HW. 

Dated (Mb etfi May 1990 

Joint Uqudlatari GT E. Hayward A 

P.W WaflaM 


High Court will 
hear wrangle 
over water assets 

By Robert Rice, Legal Correspondent 


THE Government’s application 

tO n ullify claims brought by 15 
local councils for compensa- 
tion arising out of the privati- 
sation last year of the regional 
water authorities in England 
and Wales will be heard by the 
High Court today. 

The local authorities, led by 
Manchester and Birmingham 
city councils, are claiming 
£3.24bn in compensation _ for 
assets owned by municipal 
authorities before the transfer 
of control of the industry to 
the water authorities in 1374. 

The councils argue that it 
was control rather than owner- 
ship that was transferred in 
1974, and that the water 
authorities held the assets for 
the purposes of water supply 
and sewerage only. Once the 
assets ceased to be used for 
those purposes and were sold, 
the proceeds of the sale 
belonged to the municipality 
that owned and controlled 
them before 1974. 

If the court rejects that argu- 
ment, the councils say it must 
follow that ownership of the 
assets was transferred to the 
water authorities in 1974 and 
local authorities that lost 
assets are therefore entitled to 
compensation for their expro- 
priation, similar to compensa- 
tion for the compulsory pur- 
chase of land. 

Writs were issued last 
November by 15 local authori- 
ties against eight of the 10 
water authorities and succes- 
sor companies. The actions are 
being defended by the Govern- 
ment because of the 
open-ended indemnity against 
such liability it gave the water 
authorities and successor com- 
panies to avoid postponement 
of the industry's flotation. 

Mr Chris Patten, Environ- 
ment Secretary, is applying to 
have the actions struck out as 
being without foundation, on 
the ground that the assets 
were transferred in 1974 and 


Retail price index for April 


THE retail price index rose to 
125.1 in April (January 1987 = 1) 


able income needed to compen- 
sate taxpayers for any increase 


from 12L4 in March. The tax in retail prices, rose to 118.2 in 
and price index, which mea- April to stand 7.7 per cent 
sures the Increase in gross tax- higher than a year earlier. 


CANADIAN PACIFIC LIMITED 
( incorporated In Canada) 
CANADA PACIFIC LIMITED 
PERPETUAL 4% 
CONSOLIDATED 
DEBENTURE STOCK 
NEW BRUNSWICK 
RAILWAY COMPANY 
4% DEBENTURE STOCK 
CALGARY & EDMONTON 
RAILWAY COMPANY 
4% DEBENTURE STOCK 


In preparation lor (fto p a yment of too 
fiati yearly Interest due July t 1880 on 
the above Stocks, too transfer books 
will be dewed at 3.30 p.m. on June 1 
1890 and Win be re-opened an July 2 
ifioa 

D.R. KEAST 
Deputy Secretary 
62-65 Trafalgar Square. 

Lomfcm WCZN 6DY. 


RENTALS 


CLASSIFIED 

ADVERTISEMENT 

RATES 



lines) 

oral 


C 

£ 

Appointments 
Commorvial & 

16.00 

53-00 

Ind. Property 
RasManttal 

14.00 

46.00 

Property 

Business 

11.00 

39.00 

Opportunities 
Businesses For 

16-00 

55.50 

Sale/Wonted 

15.00 

60-00 

Personal 

11.00 

39-00 

Travel 

Contracts, 

11.00 

39.00 

Tenders 

15.00 

50.00 


sura 


DUALITY FURNISHES 
FLATS AND HOUSES 
Short and Long Lets 
23 Spring SL, LtndM W2 UA 
Ttfc 01-402 2271 Ttfau 2S271 
Fte (01 ) 262 3750 

COUNTRY 

PROPERTY 


GUERNSEY 

For sale in this tax haven 
where {bene is low income tax. 
no death duties or transfer 
tax. We can offer quite the 
most superb house, set in 
20 acres of land. This is 
a substantial property for 


which a very substantial price 
will be required. 

TEL: 0481-64800 OR 
FAX 0481 64803 


Premium positions available 
£M0 per Single Column cm extra 
(Min 30 ems) 

All prices exclude VAT 
For ftirtfter cfeftfffs write to: 
CtossMed Advertisement 
Manager 

FINANCIAL TIMES. 

1 SOUTHWARK BRIDGE, 
LONDON SE1 SHL 


BRITISH VIRGIN 
ISLANDS 

The Financial Tuna proposes to 
publish ihu survey on: 


For a roll editorial synopsis and 
advertisement details, pteatic contact: 

Nigel fNckndl 
osi 071-873 3447 

or write to him at 

Number One 
Southwark Bridge 
London 
SEI 9HL 


FINANCIAL TIMES 

fUAO’l l BUllNlU 


LONDON DOCKLANDS 

The Financial Times proposes to publish this 
survey on: 

25TH MAY 1990 

For a full editorial synopsis and advertisement 
details, please contact 

Edward Batt 
on 01-873 4196 

or write to him at: 

Number One 
Southwark Bridge 
London 
SEI 9HL 
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UK NEWS ; 

Benches braced for poll tax battle ; 

Councils are already booking time in the courts, writes Jimmy Burns 

. - — . ■ »_ »«Ahlav rrtn- 

L 0CAL authorities in. 7^7 CT® , -^T V ; & 

England and Wales, & . ■ - i - . **^1 
including Bristol and .-t. -E^tSTTF, 


I . tii 

Chris Fatten: applying for 
actions to be struck out 
the considerable subsequent 
investment by the water 
authorities meant that any 
interest local councils may 
have had in the assets has 
been exhausted. 

The allegation that the local 
authorities are mounting a 
frivolous and largely theoreti- 
cal riitiiTn against the Govern- 
ment is rejected by the lead 
authorities. 

BAs Hazel Blears, principal 
solicitor for Manchester City 
Council, says plans by North 
West Water to sell off 7,000 
acres of the Lake District that 
previously belonged to the 
council, and the expected 
development on former council 
land within the Greater Man- 
chester area, were examples of 
how the local population had 
been deprived through water 
privatisation. 

The hearing, which will , 
determine whether or not the 
local authorities have a case, is 
expected to last a week. With 
the unsuccessful party almost 
certain to appeal, it might be 
early next year before the 
action itself comes to triaL 
The Haims of the 15 councils 
are supported by 31 smaller 
authorities. 


L OCAL authorities in 
England and Wales, 
including Bristol and 
the London boroughs of Hack- 
ney and Greenwich, are In 
growing numbers reserving 
magistrates’ court time for 
July in anticipation of legal 
action against a large number 
of people who fail to pay the 
poll tax. 

There is evidence that collec- 
tion of the new charge has got 
off to a patchy start. As the 
first bills fell due, some coun- 
cils claim an enthusiastic 
response, but others expect a 
shortfall in the income they 
forecast when they set their 
community charge. 

The Association of District 
Councils says some local 
authorities are facing difficul- 
ties in adapting their comput- 
ers to process the new charges. 
Other issues identified last 
week by the ADC include the 
sheer number of potential poll 
taxpayers and of individuals 
entitled to rebates. 

Among councils there is con- 
fusion about whether late pay- 
ment of bills Is because people 
cannot afford to pay or because 
they are defying the tax. 
Authorities plan to send at 
least one reminder before 
embarking on the politically 
sensitive legal road. 

Leeds Council forecast its 
poll tax revenue at £14m a 
month, but with the second 
monthly instalment date fall- 
ing due on Tuesday the council 
has collected only £12m. 

Mr Brian Place, the council's 
assistant director for finance, 
said: “1 know there is a certain 
amount of resistance to paying 
the poll tax. How big it is even- 
tually going to be. I don't 
know." 

Bristol City Council blames 
difficulties in collecting the tax 
on an unexpected logistical 
hitch. A machine for printing 
poll tax instalment booklets 
has broken down, so at least 
50,000 registered local residents 
have not yet been charged. 

Mr Barry Taylor. Bristol’s 
public-relations director, said 


m 


~mm 




A pensioner makes his feelings plain, at a protest 
a gains t the poll tax, held in Tr afalg ar Square 


collection was also being 
delayed because people were 
awaiting the outcome of a judi- 
cial review of the Govern- 
ment’s decision to cap the 
council’s poll tax rate. 

“It would be naive to assume 
that there aren’t people in Bris- 
tol who do not say to them- 
selves: “Why do 1 pay now if 1 
am eventually going to get an 
amended bill? 1 might as well 
watt for that”* 

In Greenwich, another 
capped council, official esti- 
mates of the number of people 
who may have to be prosecuted 
for non-payment are as high as 
60,000, and the number- of 


Wool industry exports 
fall by 4% to £166m 


By Alice Rawsthom 

THE VALUE of exports in the 
wool textile industry, tradition- 
ally one of the UK’s most suc- 
cessful export sectors, fell by 4 
per cent to £166ra in the first 
quarter of 1990, according to 
figures from the National Wool 
Textile Export Corporation in 
Bradford. 

The decline comes at a very 
difficult time for the industry, 
based in the historic wool 
towns of the former Yorkshire 
area and the Scottish Borders. 

It is also suffering from a 
sharp slowdown in demand in 
the domestic market, reflecting 
higher interest rates. 

Some companies have been 
forced to shed staff and start 
short-time working. Last week 
Parkland Textile, one of the 
largest companies, announced 
a fall in profits for its last 
financial year, chiefly due to 
the downturn in the UK. 

Until recently, the wool tex- 
tile companies were able to 
count on buoyant exports - 
particularly to Japan and the 
European Community - to 
compensate for the slowdown 


experienced in their domestic 
market 

The Yorkshire and Scottish 
weavers have traded on the 
cachet of traditional British 
Cloth to sell expensive prod- 
ucts, in classic designs, to 
other countries. Exports have 
risen steadily in recent years 
and now represent about half 
the industry’s turnover. 

Since the start of this year 
the UK companies have found 
it increasingly difficult to com- 
pete in their international mar- 
kets. 

The continental European 
market is still buoyant, but the 
level of demand from Japan 
has weakened. The US market 
has been sluggish for several 
years. 

Mr Geoffrey Richardson, 
director of the NWTEC, 
described the increase in 
exports to Europe as encourag- 
ing. He said the Japanese mar- 
ket had slowed but added that 
he expected exports to the US 
to recover because of the 
recent rise of the dollar against 
the pound. 


Action proposed to curb 
timeshare sales tactics 

By David Churchill, Leisure Industries Correspondent 


LEGISLATION to curb the 
selling techniques of rogue 
timeshare operators, as well as 
a statutory “cooling off period 
for buyers, is recommended in 
a draft report from the Office 
of Fair Trading to be published 
□ext month. 

The report, based on an 
11-month investigation by the 
OFT, is understood to have 
ruled out self-regulation for the 
timeshare Industry. 

Although the OFT officials’ 
carrying out the investigation 
are initially believed to have 
favoured self-regulation, the 
failure of the timeshare 
industry to improve its 
operations over the past year 
has convinced the OFT of the 
need for legislation. 

In addition, wrangling 
among leading members of the 
Timeshare Developers’ Associ- 
ation - the industry’s main 
trade body - has ruled out a 
voluntary code of conduct. 
Both Barratt International 
Resorts and Wlmpey Leisure 
have pulled out of the associa- 
tion this year. 

The Government Is under- 


stood to favour early legisla- 
tion to give greater protection 
to consumers and is also push- 
ing for a European Community 
directive on the issue. 

Mr Eric Forth, the Under- 
secretary for Consumer Affairs 
at the Department of Trade 
and Industry, admitted in the 
Commons earlier this month 
that there had been "a growing 
tide of complaints about the 
way in which some timeshare 
operators try to promote their 
product 1 * 

About 180,000 Britons are 
thought to own a timeshare 
property - most of them on 
the Continent - and an esti- 
mated 3,000 dmesbaces are still 
sold every month during the 
summer. 

Difficulties arise with main- 
tenance fees for timeshare 
properties rising, as well as 
with low resale values. 

The OFT report however. Is 
understood to concentrate on 
the high-pressure selling tech- 
niques used by timeshare com- 
panies rather than the longer- 
term difficulties encountered 
by existing owners. 


MAGNIFICENT HOTEL INVESTMENT 
OPPORTUNITY IN CENTRAL LONDON 

CENTRALLY LOCATED HOTELS AROUND HYDE ■ 
PARK, (KENSINGTON AND BAYSWATER) 

TOTAL : 517 ROOMS - 3 & 4 * 

5 FREEHOLD, 2 LEASEHOLD 

FULLY BOOKED FOR YEARS TO COME 

For quick sale contact; 071-244-8250 
Property Consultant 


collection officers has been 
doubled to deal with grow- 
ing administrative diffl- 


Mr Eddie McParland, a 
Labour councillor In Green- 
wich, who opposes the poll tax. 
said- “i am not in the least 
surprised by these estimates; 
they reflect the mood on the 
doorsteps.” 

Wandsworth Council in Lon- 
don, which has the lowest poll 
tax in England and Wales, said 
initial figures were still being 
compiled, but collection was 
giving “no cause for concern.” 

Council staff in Barnet in 
north London, which includes 


Mis Thatcher’s 

stituency, were reported to g 
working “flat out" to dear the 
large number of chequesjOn 
the day of the first payment 
deadline. 2,650 people went m 
person to the council offices to • 
pay cm i nitial instaJjiWDt on 3 
charge of £338 each. 

I n the Labour-controlled 
borough of Ha< ; l£n ®£’ 
queues of pensioners 
formed outside the town haU at 
the beginning of this month to 
pay the first bills. 

£700,000 so far collected is 
believed to fall for short of the 
mo nth ly revenue that could be ■ 
gathered from the 136,000 
local residents who have regis- 
tered, , 

One Hackney official said 
the council's policy was to pro- 
ceed cautiously only with low- 
income residents who were 
dearly in financial difficulties. 
“Our policy is not to get heavy 
with people: but we will get 
heavy with people if they have 
the mentis to pay It and don’t. . 
We shall use all the legal mea- 
sures at our disposal." 

Under the law, a registered 
individual ban up to 28 days to 
pay after receipt of the first 
“billed" instalment After that, 
the individual loses his right to 
pay in instalme nts and must 
'pay in full. Further refusal 
paves the way for enforcement 
of a court liability order, which . . 
would empower a local author- 
ity to seize property or have 
the debts deducted from eam- 
■ mgs. 

Mr Steve Nally, secretary of 
the All-Britain Anti-Poll Tax 
Federation, which hopes to 
exploit the difficulties of collec- 
- tioh, said his organisation was . 
adopting a “wait-and-see atti- 
tude" before moving into • 
action towards the beginning 
of J*uly. 

“We’re preparing [for action] 
behind the scenes, whether it. 
be in the courts or with the 
bailfffe. We are getting ready 
for what Is-goiog to be a long 
and, in some cases, bloody bat- 
tle,” he said. 


Ludgate rebuilding starts 


A RAILWAY viaduct between 
Blackfriars and Holbom Via- 
duct in central London, includ- 
ing the railway bridge over 
Ludgate Hfli in central Lon- 
don, is being removed this 
week in one of the key stages 
In a £400m development of the 
area by Rosehaugh Stanhope 
Developments. 

The removal will restore a 
view of St Paul's Cathedral 
from Fleet Street obscured 
since 1866. 

The land formerly occupied 
by the railway lines will pro- 
vide the site for five large 
office buildings and a new pub- 
lic square, which are scheduled 
for completion at the end of 


1991. A new railway station, St 
Paul’s Thameslink. will replace 
Holbom Viaduct, which dosed 
In January. 

Services will be suspended 
for the demolition work until 
10pm on Monday, May 28. Dur- 
ing that time, around 380 
hours, the 350 men working on 
the Ludgate project are faced 
with a substantial challenge: to 
completely re-route Thames- 
link underground; remove 
150,000 tons of material from 
the viaduct, remove the bridge 
over Ludgate Hill: lower the 
500 ton railway bridge over 
Queen Victoria Street by 3 ft 
and open St Paul's Thameslink 
station. 


FINANCIAL TIMES CONFERENCES 

THE PUBLISHING INDUSTRY IN THE Ms 
12 & 13 June 1990 - London 

The third Financial Times Conference on Publishing will look 
at every aspect of a growth industry - the business of books, 
magazines and newspapers from an international perspective. 
Strategies for success and survival will be reviewed as well 
as the influence of the changing technology of print. Speakers 
Include: Andrew Knight, Executive Chairman, News 
International pic; Jim Warriilow, President, Canadian 
Publishing, Maclean Hunter Limited; Juan Luis Cebrian, 
Publisher & Chief Executive Officer, PRISA; Matthew Evans 
Chairman & Managing Director, Faber & Faber Ltd and 
Alberto Vitale, Chairman, President & Chief Executive Officer, 
Random House Inc. 

NORTH SEA OIL ft GAS - A BRIGHTER BUSINESS OUTLOOK 
2 & 3 July 1990 - London 

Over the last two years there has been a major Increase in 
investment plans . for exploration programmes and 
development projects In all national sectors of the North Sea. 
This has undoubtedly been due to the increase and current 
stability of world crude oit price levels. 

The chairman for this two-day event will be Dr Harold Hughes, 
OBE. Director-General of the UK OHshore Operators 
Association Limited and Mr John E d'Ancona, Director 
General, Offshore Suppliers Office, UK Department of Energy. 
The Rt Hon Peter Morrison. MP, UK Minster ol State for 
Energy, will be a guest speaker. 

Apart from our eminent UK speakers there will be Mr Dre Stan 
Desserts. Director-General of Energy. Ministry of Economic 
Affairs, The Netherlands; Dr Hans Jorgen Rasmusen 
Executive Vice President. Oansk Oiie og Naturgas A/S. 
Denmark and Miss Tone Skogen, Deputy Director General! 
Royal Ministry of Petroleum and Energy. Norway. 

We have also made certain that full attention will be given to 
the Impact of new technology of the North Sea operations of 
the ’ 1990s and to the all important considerations of safely 
offshore. 

TEL ECOM MUNICATIONS AND THE' EUROPEAN BUSINESS 
MARKETS 

.11 & 12 July - London 

This Financial Times conference, the sixth In this important 
series, will focus on the needs of the corporate user how th 
International trend towards deregulation and the development 
of new services Js providing business opportunities and 
applications. 

Speakers include: Or Herbert Ungerer, Commission of the 
European Communrties; M. Rend Klnsoen, European Council 
of Telecommunications Users Associations; Professor Michael 
Beasley, CBE, London Business School; M. Jean-Franco* 
Berry, Association Frangaise des Utilisateurs du' TAItahcJfeS 
et des Telecommunications; M.. Lionel Pfeury, Agence France 
Presse; Mr Peter Conch (e. OBE. British Aerospace (Space 
Systems] Limited; M Bruno Uswrre, Ministers dea Posh*, 
des Tdfecommunications et de I'Espace; Mr Hermann Neus, 
IBM. Germany; Mr Oerek NicholaS. Responsible for EEC 
Affiairs^INTUG; ftfr Atot Home, TMA Representative. ETSJ; Mr 
Greg Staple, International institute of Communications; Mr 
Bernard Smedley, Motorola Inc. 

All enquiries should be addressed to the: 

Financial Times Conference Organisation 
126 Jermyn Street, London SW1Y 4UJ. ’ 

Tel: Q71S2S 2323 (24-hour answering service) 

TdlOK 27347 FT CONF G Fax: 071-Q25 2123 
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LEGAL COLUMN 


Cab-rank amendment wins 
welcome from profession 


_ • By Robert Rice, Legal Correspondent 



m* 


THE Government’s amend- 
v. -.meat to the cab-rank clause, 
added to the Courts and Legal 

- ’ Services Bill at report stage in 
>' the Lords, has been widely wel- 
comed by both sides at the pro- 

. fession. 

The Bar's acceptance of the 
Mackay amendment is under- 
; standable, even if it is a some- 
what watered-down version of 
-•-.the original, which purported 
..‘ - to extend the Bar’s so-called 
.“cab rank” rule to solicitors 
. “ . wishing to exercise new rights 
'■ of audience in the higher 
“ ':• courts. 

Less easy to fathom is the 
.. Law Society’s change of heart 
. : over the matter, given its pre- 
V vious opposition to the 
■ enshrining of such a rule in 

- i primary legislation. 

The apparent reason for its 
volte-face is that the Mackay 

- « amendment is so cleverly con- 
-. strutted that it has allayed the 

- Tears of solicitors about the 

- : rule’s application without erod- 
• . , log the rule’s underlying prin- 

* riple that advocates should not 
• . - discriminate between elicits. 

’ In other words, it is suffl- 
< .tienily flexible that it can be 
-. tens trued in such a way that 
.'.. .he rule will have no more 
'.. lpplication to the solicitor's 
profession than it has now. 
The trouble with cleverly 
... constructed legislation, how- 
--.'.-wer, is that it is open to differ- 
;'ng interpretation. Solicitors 
nay feel that the Mackay 
unendment leaves them 
r argely untouched by the cab- 
' -ank rule. 

The judiciary, to whom the 
-inal interpretation of the 
' ole’s application may fall, 
•- oay take a different view. So 
' i tiie society's optimism mis 
• ‘r laced? 

The origins of the cab- rank 
~ ule, which places barristers 
: nder a duty to represent any 
‘ erson who seeks their ser- 
.*• ices, however unpleasant or 
- disreputable they may be or 
owever unpopular their 
luse. dates back to the 13th 
mtury, when the Sergeants at 
'aw were sworn to represent 
r. ( . ttr l comers, however unpopular. 
Si There have, over the years, 
sen some celebrated applica- 
. ons of the rale, among the 
ost often cited being Lord 
~ rsklne’s defence of Thomas 
nine in spite of pressure from 
e Government of the day to 
. ■ . .e contrary. 


In more recent times, the 
rule has been mare celebrated 
for the way in which it has 
been ignored. It was hardly 
surprising, therefore, that 
when Lord Alexander, former 
chairman of the Bar, intro- 
duced his amendment to insert 
the rule into the general princi- 
ple of the bUl, the society, 
among others, should have 
cried “fouL" 

In its briefing for the bill’s 
committee stage in the Com- 
mons, the society wrote: This 
purports to be a nondiscrimi- 
nation clause requiring advo- 
cates to take all cases within 
their field of practice, whether 
legally aided or not But it is in 
reality a crude attempt to 
obstruct the extension erf solici- 
tors’ rights of audience." 

It went on to say that the 
rule does not even apply to the 
Bar in the way its supporters 
claim it does. When, for exam- 
ple, the Bar introduced its new 
code of conduct last year. It 
was matte clear that barristers 
were free to refuse legal-aid 
work on the grounds that the 
fees were inadequate. 

The society’s position was - 
and presumably arill is - that 
there is no difficulty in prac- 
tice for which such a rule Is 
needed. 

Litigants have no difficulty 
in finding a solicitor to act for 
them, however unpopular their 
cause, even though the rule 
does not extend to the solici- 
tors’ profession, it says. 

Indeed, since barristers take 
cases only on referral from 
solicitors, the Bar’s cab-rank 
rule cannot come into opera- 
tion unless a solicitor has 
already voluntarily agreed to 
represent a litigant The soci- 
ety wanted the Alexander 
amendment removed. 

After consultation with con- 
sumer groups and listening to 
both sides of the profession, 
the Government made clear 
during the second-reading 
debate in the Commons that, 
rather than removing the Alex- 
ander amendment altogether, 
it intended to modify it to 
ensure the universal adherence 
by advocates to the principle of 
non-discrimination. 

The Mackay amendment is 
designed to ensure that advo- 
cates who have, or are seeking, 
the right to represent people in 
court will not discriminate 
between prospective clients on 


the ground that the client or 
the case is objectionable to 
them or to the public in gen- 
eral, or on the ground of the 
prospective client’s source of 
fiwanrial support for the legal 
action - for example, IT the 
client is legally aided. The 
principle will apply to all 
rights of audience granted by a 
professional body in any court, 
and will safeguard the position 
of employed lawyers who will 
be able to seek rights of audi- 
ence and continue to act only 
for their employer - some- 
thing that the original amend- 
ment would have excluded. 

The society believes that the 
new amendment means solici- 
tors cannot be forced to act 
where they see justifiable rea- 
sons not to, and that the word- 
ing of the amendment is a 
marked shift away from a duty 
to act, to a prohibition against 
not acting. 

Thus a solicitor will be able 
to decline to act for a prospec- 
tive client for a whole host of 
reasons, provided the reason 
he gives is not prohibited. 

In other words, the rule is 
toothless because the solicitor 
will always be able to produce 
a reason for not acting which 
the legislation permits him to 
use as an excuse. 

If the solicitor-advocate’s pol- 
icy is not to act for alleged 
rapists or for landlords, pro- 
vided he does not give that as 
the actual reason for refusing 
to act, he will be able to con- 
tinue to operate such a policy. 

In reality, there are likely to 
be more difficulties with the 
statutory principle than the 
society is prepared to admit - 
at least in public. A solicitor 
who represents tenants regu- 
larly but who is known to have 
a policy not to act for landlords 
might get away with it once or 
twice on the ground, for exam- 
ple, that he or she has too 
much work to take on the case. 

But if, for example, a land- 
lord or group of landlords were 
to mount a concerted cam- 
paign to test the solicitor’s 
adherence to the non-discrimi- 
nation principle, it would 
surely be only a matter of time 
before it was established on 
the balance of probabilities 
that he or she was discriminat- 
ing between clients on the 
ground that the client or the 
client’s case was objectionable 
to him. 


Even if in practice it proves 
difficult to establish that a 
solicitor is flouting the rule, it 
is not hard to see that solici- 
tors might find themselves 
with increasing regularity hav- 
ing to justify a refusal to act 

The cab-rank rule is in prac- 
tice little more than a state- 
ment of principle. As such, it is 
to be welcomed. The effect of 
enshrining it in primary legis- 
lation, however, will be to turn 
it into a binding rule, and 
allowing that to happen is 
something solicitors may come 
to regret 

■ ■ ■ 

PROFESSOR Hiroshi Oda, of 
the University of Tokyo, is to 
become the drat holder of the 
Sir Ernest Satow rfinir of Japa- 
nese Law at University Col- 
lege, London, from October L 
This is the first Japanese law 
chair in Europe. 

Professor Oda is an expert 
on Soviet and eastern Euro- 
pean law 

He would like to see the 
chair develop eventually into a 
centre for BC-Japanese law, 
acting as a conduit for Infor- 
mation between Japan and 
Europe. He confirms the 
increasing interest being 
shown by Japanese companies 
in investing In eastern Europe, 
particularly, he says, in Hun- 
gary and Czechoslovakia. 

Attitudes towards Poland are 
more cautious, he says. Japa- 
nese companies are wary of the 
perceived political instability, 
and potential difficulties with 
tbe trade unions and labour 
discipline. 

■ ■ ■ 

LAW FIRMS, it seems, will do 
almost anything these days to 
promote themselves. 

The 13-partner Holborn firm 
Gregory, Rowdiffe & Milners, 
has hit on the novel idea of 
taking a stand at next week's 
Chelsea Flower Show. 

The idea may not be quite as 
daft as it might seem at first 
“Our members are always ask- 
ing legal questions,” a spokes- 
man for the Royal Horticul- 
tural Society says. 

The firm's exhibit will high- 
light a number of ways to 
which gardeners and landown- 
ers come into contact with the 
law, advising on Issues such as 
boundary disputes, occupiers' 
liability and so on. 
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Lease Financing of 

FRF 1,762,000,000 

for the 

Research Center 
and 

A 330 / A 340 Assembly Line in Toulouse 

Arranged and managed by 

BANQUE INDOSUEZ CAISSE NATIONALE 

DE CREDIT AGRICOLE 

with the participation of 

CREDIT LOCAL DE FRANCE CREDIT NATIONAL 

CAISSE CENTRA LE DES C’RFT’MT I YONNAIS 

BANQUES POPULAIRES CREDIT LYONNAIS 

and 

BANQUE SOFINCO 

CREDIT AGRICOLE DE TOULOUSE ET DU MIDI-TOULOUSAIN 
DEMACHY WORMS & Cie 

BANQUE POPULAIRE TOULOUSE-PYRENEES 

BANQUE DE NEUFLIZE, SCHLUMBERGER MALLET 
BANQUE PARISEENNE DE CREDIT 


BANQUE INDOSUEZ 

Agent 

This announcement appears at a matter of record only 
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Olympic 

hotel 

scheme 

Trafalgar House company 
RICHARD LEES has won an 
order valued at almost Elm 
from Emesa Construction of La 
Coruna for the supply and 
erection of 44,000 sq metres of 
steel deck flooring for the new 
five star Vila Olimpica hotel in 
the Olympic village in Barce- 
lona. 

Vila Olimpica is believed to 
be the first building in Spain to 
incorporate the savings offered 
by full composite action 
between steel frame and steel 
decked floor slab, a technique 
which is used in the UK in the 
construction of multi-storey 
steel-framed buildings. Richar d 
Lees erection teams will com- 
mence fixing of decking and 
through-deck stud welding 
later this year. 

Paper mill 
for Welsh 
town 

ALFRED McALPINE 
CONSTRUCTION’S north west 
region has been awarded an 
£8.4m contract by Kimberley 
Clark to build a paper mill, 
together with adjoining con- 
verting factory, despatch ware- 
house. waste paper store and 
two-storey office block, at Flint 
in ClwycL 

The main building will be 
supported on reinforced con- 
crete foundations and will be 
of structural steel-frame con- 
struction with metal roofing 
and metal-dad elevations. 

The machine house will fea- 
ture a deep basement and 
nmrfiing foundation which will 
require the installation of a 
sheet-piled cofferdam during 
construction. 

Various ancillary works to 
be carried out under the con- 
tract Includes provision of an 
effluent plant, general drain- 
age, external infrastructure 
and landwaping . 


CONSTRUCTION CONTRACTS 

High technology offices 
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NORWEST HOLST has heen 
awarded a number of contracts 
for civil, commercial and resi- 
dential work with a combined 
value of over £70m. 

Under a £14m design and 
management contract, Norwest 
Holst Management will con- 
struct a high technolgy two- 
storey building, containing 
offices together with a test 
facility and separate restau- 
rant, for Nissan European 
Technology Centre, at a new 
'technology park' in Cranfield. 

At Chester, work has started 
on the Mercia Square redevel- 
opment for SI bee (Chester), at 
a cost of £8. 0m. A speciality 


shopping centre based around 
a central open glazed atrium, 
will be constructed with shop- 
ping units on three floors, as 
well as rebuilding part of an 
existing unit 

Working for the PSA office 
in Cardiff, the company has 
been awarded a £7-3ffi contract 
for construction of a single-sto- 
rey electronic workshop with 
two-storey offices and associ- 
ated plant room at RAF Seal- 

anri 

Norwest Holst Pipework Ser- 
vices has won an £8-4m con- 
tract from Lurgi (UK) to to 
enhance the performance of 
electrostatic precipitators at 


National Power's DIdcot power 
station and a £4.5m award to 
carry out a three-year contract 
for British Gas (West Mid- 
lands). I 

ChartweU Land has awarded 
a £4Sm contract for four retail > 
units and a four-storey air-con- , 
ditioned office building with 
associated underground car 
parking at 118-130 High Street, 
Watford. 

At Crawley sewage treat- 
ment works in Tinsley Green, 
the company is undertaking a 
£4 .2m design and build con- 
tract to construct an aeration 
system for Thames Water Utili- 
ties. 


Improving access to Newcastle Airport 


Tyne and Wear Passenger 
Transport Executive has 
awarded BALFOUR BEATT Y 
CONSTRUCTION NORTHERN 
a £&3m design and build con- 
tract to extend the Newcastle 
Metro from the city out to the 
airport 

With a construction period 
of 15 months, the project is 
scheduled to start in June and 
will involve all trackworks and 

overhead lines, a second plat- 
form at Bank Foot Station and 
an island platform, ticket hall 
and approach links at the air- 
port 

With all engineering design 


provided by Mason Pltten- 
drigh, the contract also 
includes ancillary works of 
level crossings, an accommoda- 
tion bridge and all the station 
fitments. . 

The central building division 
of Balfoor Beatty Building has 
been awarded a £3m contract 
to construct the Air Navigation 
and Training School at RAF 
Finningley in Doncaster, south 
Yorkshire, from the PSA. 

Other awards won by Bal- 
four Beatty Building include: a 
CL5m contract from Guardian 
Assurance to build a two-sto- 
rey office building on Colches- 


ter Business Park in Essex; a 
project worth £2.l5m for the 
construction of a distribution 
depot at Lewes, East Sussex by 
Grand Metropolitan Estates 
(Developments); a £390,000 con- 
tract awarded by British Air- 
ways for a de-icing plant at 
Gatwick Airport; a £l-5m con- 
tract for the construction of an 
office development in St. Aus- 
tell, Cornwall for South West 
Water; and a £i.4m contract 
from Handley Walker Group to 
build a 1,100 sq metre two-sto- 
rey office block in Fradley, 
Staffordshire. Balfour Beatty is 
a BICC company. 


Offices project in the City of London 


DOVE BROTHERS. a 
subsidiary of McLaughlin & 
Harvey, has won contracts 
totalling £9-5m. The largest is 
for the construction of offices 
with a retained facade at Chur- 
chill House In Old Street for 
Lazercross. The £3.S6m con- 
tract is schednled for comple- 
tion in 66 weeks. 

Work has also commenced 


on the refurbishment of offices 
at Gate House, Welwyn Garden 
City, for the Norwich Union 
Life Assurance Society- The 
contract is worth around £3 5m 
with completion scheduled in 
36 weeks. 

Externa] refurbishment 
work, worth in the region of 
Elm, is under way at Theo- 
balds Park College. Waltham 


Cross, for the London Borough 
of Enfield. 

Other London projects 
include work for the board of 
governors for the Hospital for 
Sick Children at Great Ormond 
Street valued at £500.000 and 
an order from London Mer- 
chant Securities at Whitfield 
Street in the West End worth 
£140,000. 


£I7m orders awarded to M.P. Burke 


Orders worth more than £l7m 
have been placed with M.P. 
Burke, the Barnsley civil engi- 
neering, building and public 
utility contractor. 

The utilities division has 
been successful on both 
Anglian Water and Yorkshire 
Water water mains and service 
laying period contracts valued 
at £5.4m and £3. 7m respec- 
tively. A similar 12 month con- 
tract, valued at £L5m, has been 
awarded by Northumbrian 
Water together with a water 
mama and pipe bursting con- 


tract, valued at about £500,000, 
for The Sunderland and South 
Shields Water Company. . 

Work has also commenced 
on a gas mains and service lay- 
ing period contract for British 
Gas, north eastern region. The 
two-year contract, worth 
around £4m, covers the whole 
of . east Yorkshire covering 
towns such as Scarborough, 
York and HulL 

The civil engineering divi- 
sion has won a contract from 
The Slag Reduction Co, Shef- 
field for Elm of heavy founda- 


tions work for the relocation of 
its operating fiacilities at Tin- 
sley Park and on the game site 
new roadways and drainage for 
British Steel Stainless. 

Work has also commenced 
on a raw materials stockyard 
project for Stocksbridge Engi- 
neering Steels, valued at 
£500,000, and further contracts 
far civil engineering works to a 
tar plant at Scunthorpe and 
sewage treatment works exten- 
sions at Keighley have been 
awarded by Bitmap and York- 
shire Water respectively. 


PARLIAMENTARY 

Today 

Commons: Energy 

questions .Debate on Opposi- 
tion tax policy. Pakistan Bin, 
second reading. Private busi- 
ness: Clyde Port Authority Bfitt, 
second reading. 

Lords: National Health Service 
and Community Care Bill, 
committee. Property Services 
Agency and Crown Suppliers 
Bill report. 

Select Committees: Environ- 
ment Subject Dept of Environ- 
ment and Property Services 
Agency main estimates 1990-91. 
Witnesses. Dept of Environ- 
ment and PSA officiate 450pm 
Room 21. 

Public Accounts: Subject 
Arts Council. Witnesses. 
C.E .Henderson Office of Arts 
and Libraries. AHverett Arts 
Council. 450pm Room 16. 

FINANCIAL 


TODAY 

COMPANY MEET1NQB- 
Aloundra Werkweer, Th* Savoy HoM. 
Sound. W.. 12.00 

Portnum * Mreon. Basil Saw HoM. Basil 
Street W.. 1030 

Homo Counties Newspapers. Strand Palace 
Hunt W.. 3.16 

Lopox. TTm Savoy Hate! Strand. W„ 124)0 
Newmarket venture Capital. The Brewery. 

SXMMrtl Street. EC, 12.00 
BmttMCUita Beachem. Orosvanor H o u se. Parti 
Lane. W.. 114)0 
BOARD MEETINQS- 
WnsIK 

SngUstl & M>. Trust 
New Ireland Hides. 

Straaon Inv. Trust 
Walker Greenback 
M ar fa; 

ECC 

Hofease « Merchant 

Imperial CoM Storage A Supply 

Kunlek 

TMD AdvertUng 
Yam 

DMOEKI AND INTEREST PAYMOtTS- 

Akzo nv (Rag.) fias 

Da (Br.) FLU 

Associated British Pons tip 

Candovor Inve. Sp 

Capita 1JJ> 

Clyde Patrol sum OMp 
Davies & Metcalfe Up 
On. A NV 330 
Jacob (W. A R.J Up 
Oliver 4.76p 
Da A NV 4.760 
Tyne Teas Television 13p 
Worcester ZSTp 

TOMORROW 
COMPANY MSTMOS- 
APV. Grocer* HalL Prices Street EC. 12.16 
Booker. SL James Court Hotel. BucMnoham 
Sale. S.W.. t24)0 

Copymoe. OOtapur House. GBtspur Street 
tC. 11.00 

EetSe Hides., 138 SL Vtootett Street Glas- 
gow, 124)0 

Mactarlens. 7 West Georgs Sheet Glasgow. 
12.00 

Usrtey. Rtverhaed. Soeartosfca, Kent. .12.00 
RKF. Gatwick HRkxt Kota! Gstwlek. West 
Sussex. 104)0 

SOSctcon. Royal Horaoguerda Ttalatia HoM. 

MWMMlf Court 0.W.. I ZOO 
Smith & Nephew. Oieevanor House Hotel. W„ 
11.00 

Trade Indemnity. 1204 Orest Eastern Sweet 
E.O. 12410 

United Newspapers. Stationers Kali. Ava 
Marla Lane. EC., 1030 
BOARD MEETMGS- 

IWs; 

Addison Consultancy 
ADkod-Lyons 
Analysis Mdgs. 

Apooo Metals 

Govea Ameri can E n deavou r Fund 
Salnstxiry W 
Vtvet tfldgs. 


Alexanders Higgs. 

Concentric 

Dunodto Worldwide Inv, Trust 


Tomorrow 

Commons: Defence questions. 
questions to the Prime Minis- 
ter 3- 15pm. Finance Bill, com- 
mittee. Debate on immigration 
rule changes. 

Lords: Law Reform (Miscella- 
neous Provisions) (Scotland) 
Bill, report Computer Misuse 
Bill, second reading. 

Wednesday 

Commons: Trade and Industry 
questions. Finance Bill, com- 
mittee. Debate on Personal 
Equity Han (Amendment) Reg- 
ulations. 

Lords: Debates on European 
co-operation in cultural, 
humanitarian and spiritual 
matters end «>ite to eliminate 
nuclear weapons by the year 
2000. Consumer Guarantees 
BILL second reading. Agricul- 
tural Holdings (Amendment) 
Bill, second reading. 

Select Committees. Environ- 


Honoon 

Huntingdon M. 

Macro Radio 

MMog A ADM SUppUaa 

CRVTOeNO AN) INTEREST PAYMENTS- 
Abbott Laba. «2cts. 

Algerians Bank Medartand NV DfLUS 
Bancomar BA Sub. Ftto. Rata Nta. 90/00 
ten 

Bare Kye Saak 18% Una. Cap. Lit. 2002/07 

Da $£% Una. Cap. La atm 4.12Spc. 

Baynes (Charles) 0J6p 

BeattMJamea) e*K 1st Mtg. Deb. BWB0 

B er gsas B »y AS A Nftl.fi 
Oa S NVNKL5 
Bluebird Toys ETSp 

Britannia Btdg. Saa Fttg. Rate Ms. MBS C372 
Brunswick 11 da. 

Bumdene tnvs. 18% Una. Ln. 2007/12 T^pc. 
Cambridge Bact. tod*. 7.1 p 
Cbasa Manhattan 02cm. 

Oa. Rig. Ram Sub. Nta. 2000 4B083B 
CdgaMhPaknollva 40 cm. 

ConverakM 10% MMOpc. 

Do, PVM 2006 4376pc. 

Evans H af abaw 7 JSp . . 

Exchequer 13**% La MOB U23pc. 

F 8 C Smaller Co'e 8% Prf. zip 
Forth Porta AntfL 3*% iXTtijpe. 

Galea Robber Co. 4\% Dab. 2.123pc 
Gent (SJU 13Sp 
Hembree fiw. TtiL 5% Pit T.7Bpc 
baa iBp 

Inter-Araerfoan Develo pme nt Bank B4»% 
201S 4JJ75pc 

hwa a io m Capita] Tat 4% Dab. 2pc 
Korea Endwngs Bank Fltg. Raw Nta. 2000 

5*38 93 

Unread 3Sp 

Marah A McLennan QZScto 
Now Carp, at AWerte 13cts 


Royal TM. Detiar tnooma Fd. iTSoto 
Scotdeh American taw. 4% Dab. One 
Soottati Man tnv. TM. 4% Oea ape 
Do. 4% Parp. Dab. tec 
Scottish Mortgage CToL «Aj% ImL Deb. 
USpe 

Second Al Bence Tat 4fe% Deb. 229pe 
SaantUoa Truer or Scotland 7% Deb.- 88/83 
Upe 

Standard Lite Aeeurance 9% Perp. 23pc 

TS8 Gilt Fd.2J3p 

Trade I nd e mn ity 132p 

Treasury 13* % La MB6 &37Spc 

UC8 Sktoc B% Deb. 8B/B0 3pc 

WEDNESDAY MAY 18 
COMPANY METWG8- 
Arcoiectria Central Avenue, Eaat Maieeey. 


Surrey, 114)0 

AaanHawd Rafwriaa, BL Erakn* Howl Cex- 
ton Street &H. 12J00 

Bowthorpe Hldgo. QaJwtek Road, Crawley. 
West Suseex. 000 

Hewitt frJ.L North StaHord. Hotel. Station 
Road. Sloba nrvTreot 1030 

Legal • General. 11 Queen Victoria Street 
EC. 220 

N e rtwOW A. 7he Brewery, Chtmao Sheet 
EC, 124)0 

SpJrnx-Ssrco Engineering. Queans HOWL 
ChaWenham. 34W 

Son Alliance. 1 Bartholomew Lana. 6.C„ 
1230 

Unraraw. Savoy HoM. Shand. W, 1130 


menti Subject Indoor pollu- 
tion. Witnesses. Dept of Envi- 
ronment officials: 10.30am 
Boom 21. Welsh Affairs. Sub- 
ject Supply of starter homes in 
Wales. Witnesses. Council of 
Welsh Districts. Welsh District 
Planning Officers Society. 
1030am Room 18. 

Defence. Implications for UK 
defence policy of events in 
Eastern Europe. Witnesses. 
Admiral of the Fleet, theLord 
Lewin, Field Marshal the Lord 
BramaH, Marshal ctf the RAF 
Sir Michael Beetham. Sir 
Frank Cooper. 10.50am Room 
15. Enetgy. efflcency. Witness. 
Association for the Conserva- 
tion of Energy. ILOOam Room 
a 

Education. Science policy 
and the European dimension. 
Witnesses. Science and Envi- 
ronmental Research Council 
Natural Environment Research 
Council. 4.15pm Room 1& Pub- 
lic Accounts: Subject Support 

BOARD MSTMGS- . - - 


Cby of Oxford t 

Gloves 

Wanriertf kwa. 


FRIDAY MAY IB 
COMPANY MEETWGS- 
ATA Salactioo. Great Eastern , Hotot Uvar- 
pool Street, 124» - . 

Aah A Lacy, Botanical Grim, Wartha na 
Road, Blrmlngliani, 12.00 
Burnet OIL CetedoMao HolaL ' Edtahorab, 
- 1130 ••• • 

CWbnf Rocrtn, Betccny Reatountot Ascot 
Berko. 1130 

OUftfe Heal, Crest Hotel. FQBn Road, BrhtoL 
124)0 

Edinburgh Fuad Manager*. 4 MaMBe Cres- 
cent. Ectioburgh 12-16 

For we rd Technology incwMaa. Ilia Breeeu 
HaS, fiMtrmsnbvry Souarv. E.C.. '&JX 
Qlbbe > Dandy, ChHkwn Craat HaM, Waiter 
Avenue. LaEon,. 1UU 

Lae Ratrtgeration. Shrtpnay Works. Bo»uk 
R egie, 1130 

Uneain House, so Q ueen Alma's Gate, wt. 
930 

Palma. Grand HotoL Utoaanr. 124)0 . 
Bbunoti. The ne ad to g Boat Houea. W tane. 

Stndteabam. WOMngtnm. 1030 
B OARD M EET1NOS- 

Va)ue A Income Trust 

naatec 

Moran Mugs. 

Ovate a»a lav. Ttutt 

OIVIDS4D ft IN T ERE ST PAYMENTS- 


Air London hdL 1.1 0 
Amber Day 07p 
ArcotacMe oaap 
Da A NV OABp 
BBA&2Sp 
BPP 339p 
BTR ftytox QJkta 
. Barry WahmUer Infl. 23p 
Benohmark 0.7V - - 

Brant Chemicals inti. S4p 
Bridgend aeip 
BrtdMi Dredging 4.4p 
Buyers 13p 
rtyeltea Man 04to 
canon) Foods OV • • 

Da A KVft4p 
Court nay. Pope ITSp 
ESC ASP 

GlbM & DWHfy 2p 
Do. A NV 2p 
Goal Petraiaum Ip 
Kasim Inc. Beta 

Home Counties Newspaper* 33p 
Lac MrtoaWtor TO So 
London a Edtaborgb TbL 33p . 
McLaughlin a Harvey S.7Gp 
Metohama TaL 2.1V 
Morr ta on (Win.) Supennarkata ip 
PavUton Ltoaure 33p 
Ponmelrloa Ponartas 43p 
Rugby i V 

Skua Duty Bertiad 33p 
Stag Aanbura AJtp 
Stondanf Chanarad 223p 
TV-om tip 

Technology hrofect Service Sp 
Treasury 10% 2004 tpc 


for Lone Parents. Witney 
M.J^L Partridge. Dept Socuu 
Security. 4.15pm Room 16. 

Thursday 

Commons: Agriculture ques- 
tions, 3.15pm questions to tne 
Prime Minister. Employment 
Bill, remaining stages. 

Lords: Law Reform (Miscella- 
neous Provisions) (Scotland) 
BflL report Aviation and Man- 
time Sftinrftv BIS. report stage. 

4 

Friday 

Com mons : Debate on the 
Channel Tunnel rail linJt. 
Lords: Property Services 
Agency and Crown Suppliers 
Bill, third reading. Environ- 
mental Protection Bill, second 
reading. Drug Trafficking 
Offences Act 1986 (Designated 
Countries and Territories) 
Order. 


SATURDAY MAY IS 
DIVIDEND & INTEREST PAYMENTB- 
' Eachaquar 9% 2002 43pc 
MVE9CO UM 3.7p 
Treasury 10>a% srk, 1BBB 3.28pe 

SUNDAY MAY 20 

DIVIDEND & MTER9T PAYMENTS- 
CatarpMar tne. 30ota 
Pnth aqu ar 12% 1888 Bpc 
DO. 12% MBS B 8po 
Secmtry PwrtOe Com. 63cts 
Stough Eirataa 8% Cnv. Bds. 2003 3pc 
Tkaaaury 2 > 2 .% B.2003 C1.BS08 
Qrt 2>1% ft. 2008 E1SS08 
Astra 

A wan Rubber 

- . . — ■ . m ■ .. 

I IStfUtelllUS DTCA 

DbHoRia 

Fleming High Income Inv. Tnm 
Gnsanan Whttay 

Group Oev m op m anl Capital Trust 
Northern Ind us tri al Improvement Trust 
■Rwnaon Core. 

Tomkkmna 

OMDQHD A INTEREST PAYMENT5- 

Badm Tat nm Capital nv ou. Fir*. R*m 
S ub. Nts. 1888 3208 68 

. FOdarot Dutlnaaa Davatopnwnt Bank 101,% 

Nts. 1881 837&PC 
Gramptan HMga 3p 
How* <JL} fp 

Japan Dwwdopmam Bank 10% Out Nt*. 1988 . 

em 

W H iw g rt Banaon Ml7b 

Ma clailsn u 33p 

North MidMnd Construction 2p 

Ottoman Bare Cii 

Ownant Abroad 1Ap 

South AbtcsQ Land ft Ekplorailon ZOct* 

Tatar Ka ma lay A Mwoum 33p 
UnOoiter 1234p 

WMa Fargo Fltg. Dm Sub. Nta M87 820BJ8 
THURSDAY MAY 17 

company M8Ermas- 

B ooaa y 3 MbwAob, Holiday km. Swiss Cot- * 
logo, 12.00 

Brant Chaatleala M„ Oakley Court HotoL 
Windsor Hoad, Windsor. * 00 
Bnftara. Mo oigat a Place. E.C- 11.30 
Denatbon ML. ironmongar* HoB, Bobtoon. 

E4:.. 1230 • , 

Entarp ria e OIL 8 Hwtouua Ctoa«. London j- 
Brldge, 8£. 124» 

EittL Chartered Accowitanta HaH, Moorgata 
Place. ELC_ 124KI 

European HomaPmfacto. 2 Skrait Lana. E45, 

930 

Gulisiesa. Gfoavsnor House HoM. YY, 124)0 
toatend Frozen FooOs. Second Avenue, Doos* 

Ida. Ctwyd. mm 

Jarame (SJ. Pool Houaa. Bmmhopa. Leeds. 

1£30 

Idng (John). Dacorum DtoMci Council PavP- . , 

Don, Madowoa, Hem a l l la n i pai and. « 

Morrtaon (Wm.) Suponwarkata. BankflMd i 
HotoL Brndtord Road. Waal Yaka. 114)0 
Poranabton Poaorlaa. London Road. Stofcn- 
on-Tram. 230 

Soottiah Hsritabta Thiet The Maal House Inti. 

HotoL BrldgafooL Sus ttO nf -upon-Avon. 

124)0 

Sharpe & Rebec. PiOvtlfa Putap R oom. C vea 
ham Road. Chananham. 12-00 
Shell Transport S Trading. New Connaught 
Rooma. Great Queen Street tc, 1130 
Stag Forntture. Rutland Square HotoL Not- 
tingham, tun -* . ■ 

TTangte Bartiox. Royal HoooL Martial Squate, 

Kettering. 12.00 * 
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Docklands Light Railway 
four mile extension 


The building and civil 
engineering divis ion of 
TRAFALGAR HOUSE has won 
contracts totalling £10.4m. 

The largest, awarded to 
Cementation Piling & Founda- 
tions and valued at about £5m, 
is on the London Docklands 
Light Railway extension run- 
ning from Poplar to Beckton. 

The contract calls for piling 
to bridges, viaducts and sta- 
tions over a rail length of 
about four miles, hi all. over 
2^00 piles will be placed with 
diameters ranging from 450mm 
to 2100mm. The piling will be 
preceded by 28 preliminary pile 
tests with loads of up to LSQO 
tonnes. 


to Basildon, Willett has been 
awarded a £2.4m contract for 
Phase 1 of the next site to be 
developed at the Southfields 
Business Park. This involves 
construction of 28,000 sq ft of 
high-technology detached and 
semi-detached, two-storey 
office units In a landscaped 
business village for Trafalgar 
House Business Development 
Two contracts totalling 
around £3m have been 
awarded to Cementation Con- 
struction for Teesside Develop- 
ment Corporation’s Hartlepool 
Renaissance project involving 
construction of a yacht lock 
and repairs to the walls of the i 
marina basin. 


BUSINESSMAN’S DIARY 
Trade fairs and exhibitions: UK 


Current 

Interior Design International 
Exhibition (081-868 4499) (until 
May 17) 

Earls Court 

May 15-17 

International Fresh Produce 
Fair & International Chilled 
Food Fair (071-727 1929) 

NEC, Birmingham 

May 15-17 

The 1990 London Docklands 
Business and Property Exhibi- 
tion - seminar “Moving to 
Docklands” May 17 (071-538 
4038) 

Red HalL Barbican 

May 21-26 

International Federation of 


Precast Concrete Exhibition 
and Conference (081-743 3106) 
Queen Elizabeth n Conf. 

Centre 

May 22-24 

London Wine Trade Fair 
(071-973 8401) 

Olympia 

May 22-25 

Chelsea Flower Show (071-834 
4333) 

Royal Hospital 

May 24-28 

Model Show (021-780 4171) 

NEC, Birmingham 

June 1-2 

Kensington Fashion Fair 
(071-727 1929) 

Kensington Town Hall 


Business and management conferences 


May 14-15 

Insurance and Reinsurance 
Research Group: Reinsurance 
accounting <071-236 2175) 
Kensington Close Hotel, 
London 

May 14-15 

Acquisitions Monthly: Strate- 
gies for buying and selling 
unquoted companies - a prac- 

Overseas exhibitions 

Current 

International Lighting, Equip- 
ment, Fixtures, Fittings & 
Technology Show (071-486 1951) 
(until May 18) 

Hong Kong 

May 19-27 

International Spring Fair 
(071-639 7265) 

Luxembourg 

May 23-May 31 

International Spring Fair 


tlcal approach (071-823 8740) 

Le Meridien Hotel London 
May 15-16 

Enterprise Events: Finance 90 
(081-940 2244) 

Olympia 2 

May 18 

XBC Technical Services: Envi- 
ronmental economics (071-236 
4080) 


(021-455 9600) 

Budapest 

June 5-8 

Communications Equipment 
Exhibition - BRAZIL COM 
EXPO (081-977 3474) 

Bio de Janeiro 

June 12-14 

CAD/CAM & Robotics Exhibi- 
tion <081-940 3777) 

Toronto 
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SRY other guy they had 
in here was dither sacked 
ecame ill," says Danny 
okranz. 

;*•' day Rosenkranz. 44 this 
■ [.y Jt, is la rude health and is 
■ 4 ompany’s longest serving 
■A iging director. Far from 
r sacked, the "they", or 
i particularly, Richard 
lano, executive chairman 
^ DC, the diversified gases 
less, has just promoted 
» chief executive of one of 
s three divisions. 

• e 1980s have been good to 
■ ; okranz but that is because 

: ~ okranz has been good for 
irds High Vacuum Inter- 
T' . v/ual - a BOC subsidiary 
; h, under hia tutelage, has 
' to a position of market 
■. .-! >rship in the application of 
' \ums in industries as 
se as pharmaceuticals and 
conductors. 

-• “• late 1982, when Roaenk- 
was forced to consider the 
of his predecessors in the 
of the offer BOC had just 

- b him, Edwards was a 
; ' -maker. That year it pro- 

' d a turnover of around 

• i; today it earns a return 

- capital of between 20 and 25 
v 1 * cent and will have aaig» 

year of about £140m. 
e story of Edwards in the 
- is one of remarkable cor- 
: te rejuvenation. So 
rkable, in fact, that the 
*“ on Business School uses it 
case study for its MBA 
- -amine. 

, he human side - what 
do to make their version 
itrix management work - 
portent,” says John Stop- 
of the LBS. “They have 
a team of people that are 
interchangeable than 
in British industry. There 
. eal team-building at 
‘ . rds; many companies talk 
it but tew achieve it” 
na rkable as Edwards’ 


(orate restructurinj 


Esprit de corps: life- 
blood of the matrix 

Simon Holberton explains the rejuvenation of Edwards Vacuum 






rsr_& 


rejuvenation was, building on 
past successes and maintaining 
the momentum is vital to the 
company's continued growth 
and development Edwards* 
success has bred problems - 
essentially of size - which 
have forced it to change. 

• s t TP has forced Rosenkranz 
to think of how best to struo ' 
tore the company ter the 1990s 
and late last year he restruc- 
tured management completely. 

• Size has also exacerbated 
Edwards most pressing finan- 
cial problem: controlling its 
level of stocks. The solution 
currently being planned for 
stock control wnl also help it 
face tough international com- 
petition in the US, Europe and 
Japan by improving the time it 
takes to manufacture and 
deliver its products. 

For Rosenkranz the reorgani- 
sation of management that 
occurred towards the end of 
1989 is fundamental to the 
company's continued growth. 
Like many managers of suc- 
cessful companies contemplat- 
ing reorganisation he had to 
work out how to structure the 
business without risking the 
creation of ' unnecessary 
bureaucracy. 

“It needed to be zoned, but 
how? By geographic region, by 
business sector, by two, by 
three? We decided to zone it 
vertically and take three (geo- 
graphical) slices (Nit of it If we 


can get tire people to work 
together it should work. We’ll 
give It a go.” 

The restructuring repre- 
sented a further evolution in 
Rosenkranz’s approach to 
matrix management. He 
divided Edwards’ sales and 
marketing Into two units: 
systems and components. 
(Systems are complete solu- 
tions to a problem, such as a 

freeze-drying plant with all its 
ancillary support equipment, 
while components are things 
like vacuum pumps which may 
augme nt a system or be used 
on its own.) 

Both divisions are headed by 
a director who sits on the man- 
agement committee. The world 
has been split Into three 
regions - Europe, the US and 
Pacific - where the two direc- 
tors are responsible for deploy- 
ing their staff resources. Along 
with this head office reorgani- 
sation, the sales and marketing 
effort has also been revamped 
in those regions. 

Dave Rin gland, director of 
components, says the reorgani- 
sation of sales and marketing 
in the US is designed to make 
the UK manufacturing base 
more responsive to the market 
“We want them to tell us what 
the market needs in terms of 
products and specifications; 
also of niches and opportuni- 
ties. If we get that right, then 
we have got it right for at least 


40 per cent of the world mar 
ket." 

People from both sales and 
marketing teams are expected 
to be on the look-out for oppor- 
tunities for each other. Says 
Alex Mudge, director of 
systems: “Dave and I act as a 
service to both sides of the 
business. We don’t want both 
sides of the business going in 
opposite directions.” 

This, along with their will- 
ingness to make statements 
about the other's area of 
responsibility, underlines the 
identity of purpose which 
seems to pervade Edwards. 
Senior management across the 
whole of the company’s busi- 
ness — techni- 

cal services, sales and market- 
ing, corporate ser-vlces or 
personnel - appears to under- 
stand where Edwards Is and 
what it needs to get better. 

Rosenkranz says that deci- 
sions are never taken at the 
company's monthly manage- 
ment committee meeting, for- 
merly its board meeting; It just 
reviews what bas happened. “If 
something needs to be done, 
the relevant group will report 
and if it’s approved, it’s a deci- 
sion,” he says. 

He likes his people to work 
in groups. They congregate at 
all levels of the company and 
the meetings are inter-disci- 
plinary. At sub-director level 
♦earns look at things Edwards 


Danny Rosenkranz: a dtfflciitt act to follow 


ghoul fl be doing over ftp next 
few years. According to 
Rosenkranz, they tend to pro- 
duce ‘wish for’ and *wish not 
for 1 lists, but, he says, they are 
a way of getting people 
involved. “We don't want to 
end up with departments not 
rniilpT c hwiiting pai»h other.” 

But putting people into 
groups, which help make t h em 
understand the problems of 
others in the company, is half 
of the «yy pianatif>w of the appar- 
ent esprit de corps at Edwards. 

The other half of making 
what Stopford calls “the 
human side” work is informa- 
tion. On all senior managers’ 
desks is a networked computer 
and the information it contains 
is the life-blood at Edwards. 

At the heart of this system is 
Keith Pototan, Edwards' quiet- 
ly-spoken commercial director. 
For Polnton, a matrix manage- 
ment system needs a clever 
information system to make it 
work. It helps keep conflict 


between senior ma na g emen t to 
a iwinimnwij because it helps 

Issues to be seen in a clear way 
and discussed unemotionally,” 
he says. “Information has 
ewahiiKt ns to keep abreast of 
change; it has helped us get 
beyond the obvious to get to 
total costs.” 

The latest venture in the 
application of information, 
which will be tested towards 
the end of the year, is an exten- 
sion of Edwards’ use of infor- 
mation. Polnton and K Rqjago- 
pal, manufacturing director, 
are currently working on a sys- 
tem which, if successful, will 
revolutionise manufacturing 
and distribution, and, in Poin- 
ton’s words, “dynamically link 
the factory with the customer.” 

Edwards’ UK and interna- 
tional operations will be linked 
by a computer network. Into 
t Mg, sales and marketing will 
Input orders and their esti- 
mates of demand during the 
distribution lead time. 


In the first instance, having 
this information will allow the 
centre best to allocate stocks 
- rather than letting the 
regions hold stocks for antici- 
pated demand - around the 
world. Near-term production 
schedules will then be drawn 
up with reference to these esti- 
mates of demand and by apply- 
ing the same logic to manufac- 
turing as was applied to stocks. 
If successful, it will cut stocks 
and improve financial perfor- 
mance significantly. 

The system being developed 
is an application of “just in 
time” inventory control to 
stocks distribution and orders 
worldwide. Rajagopal says that 
the 1980s way of manufactur- 
ing is not good enough. If it 
took Edwards a month to make 
something, now it has to take a 
week. Customer confidence in 
delivery is, he says, absolutely 
important. “If the customers 
don’t have confidence in sup- 
ply then sooner or later they’ll 


go somewhere else.” Polnton 
agrees. “The old clicM is cor- 
rect; getting the right product 
in the right place at the right 
tune." 

The new management struc- 
ture, together with the changes 
in train for stock control and 
distribution, have set the direc- 
tion for Edwards in the early 
1990s. Behind them bas been 
Rosenkranz, encouraging and 
chivying his team. 

The company has occupied 
his mind fully since late 1982 
when he assumed the role of 
managing director; be la 
clearly still engaged by the 
problems and opportunities the 
company continually throws 
up. And he has further plans. 
“There is a plan I have which I 
believe is right for vacuum 
technology but the question Is 
how to reach it by evolution 
and not revolution," he says. 
Mid-way through the decade be 
might just attempt to Intro- 
duce it. 

He appears to command con- 
siderable respect from his 
senior managers. To a man 
they speak highly of bis busi- 
ness acumen - his capacity 
for detail and the quality of his 
intuition. “Before Danny none 
of our managing directors had 
credibility. He inspires loyalty 
and he will be a difficult act to 
follow." 

His greater responsibilities 
within BOC will take him 
away from Edwards, although 
the latter remains his prime 
responsibility and will proba- 
bly remain so for some time. In 
his absences maybe a natural 
successor will come to the fore. 
But Rosenkranz has shown 
himself to be a master of the 
matrix and possibly the most 
difficult test he will have to 
pass is the one which measures 
how enduring his Influence on 
Edwards has been once he Is 
no longer there. 


- l here are two ways for man- 
/ agers to think of workers. 

One Is as a commodity to be 
it for a fixed price which will 
' " fixed rewards. The other Is as 

- ource that can be developed 
. whose commitment and 

rcment varies. Many manage 
/'re in the process of switching 
the former view to the latter. 

view of labour as a commod- 
-j familiar and has familiar 
_ nations. In a traditional mann- 
ing plant, the speed of the 
: ats the pace at which of 
,r.e have to woric. A worker has 
-- oice in tile output he or she 
.. the only way of exerting 
- Is to withdraw labour. 

^ 'dltionai mass production cre- 
■the strike as a weapon of 
. , r because it eliminated other 
' •, of affecting production. The 


How individual input adds value to wage costs 


worker as commodity was inter- 
changeable with other units of 
labour. He or she was not Integral 
to the production process beyond 
being there and performing* set 
tasks. 

But these days there Is increas- 
ing talk of labour as a resource. 
Techniques of human resource 
management are aimed at increas- 
ing individual involvement in the 
production process. The worker’s 
attendance is only the first step. 
Value is obtained from wages when 
people contribute their own ideas. 

One reason for the change is cost 
control. The commodity view of 
labour is exemplified in sub-con- 
tracting, where fixed skills are 


hired for a set time in a simple 
wage bargain. Many companies 
have tried to reduce direct labour 
costs in this way over the past 
de c a de, but in many cases it 
not winked. 

The theory is that costs such as 
national insurance and wages for 
direct employees in slack periods 
will fafi. But a CBI survey last Sep- 
tember found that 43 per cent of 
service employers using subcon- 
tracting reported higher costs, 
against 27 per cent who believed 
that costs had fallen. 

Many companies have found that 
their production process increas- 
ingly defies the treatment of labour 
as a fixed commodity. Ike complex- 


ity of tasks means that workers 
mu d be multi-skilled; they must 
tHwgmw and repair faults on the 
itnn rqrtmr than performing repeti- 
tive tasks set by the line itself. 

But the most important produc- 
tion impetus towards treating 
labour as a resource is the stress on 
quality. The more important qual- . 
ity becomes, the greater is the need 
for managers to get more from 
their labour resource. A worker 
must do more than attend and fol- 
low instruction In return for wages. 

Many ideas of human resource 
management are based on people 
working together in teams and con- 
tributing their own Ideas. The num- 
ber of supervisory and control lay- 


ers is reduced to give workers more 
autonomy. This is supposed to pro- 
duce a far higher return on wage 
costs as workers give more. 

Employers have often found that 
these techniques sit most easily 
within a broader attempt to raise 
pro duction quality. Within manu- 
facturing, Total Quality Manage- 
ment techniques aim at a culture of 
constant improvement where all 
employees try to improve work 
practices and techniques. 

Ordinary workers are clearly 
Integral to quality in service com- 
panies. Apart from the physical 
measures of accuracy and speed of 
response, customers will most 
clearly see quality in the way they 


are treated by hotel receptionists, 
or check-out operators. Staff 
become an important company 
resource. 

But within manufacturing com- 
panies as well, raising quality con- 
tinuously must involve ordinary 
workers being treated as a 
resource. That means training 
workers in problem-solving tech- 
niques and teamwork. Managers 
must involve workers in planning 
production rather than treating 
t h«m as a commodity. 

Hmnnn resource management is 
often seen as a means of lessening 
comp an y vulnerability to collective 
action in the form of strikes. 
Because workers are rewarded indi- 


vidually and allowed to contribute 
ideas, they will be less likely to 
want to withdrew their labour. 

If this is so, it is at a clear cost 
Workers as a human resource are 
clearly far more empowered within 
the production process Itself. If 
they do not want to exert them- 
selves, they can damage output 
merely by withdrawing surrepti- 
tiously from the quality improve- 
ment process and not contributing 
to team efforts. 

Furthermore, the investment in 
workers as resources in the form of 
training and management support 
means they may become uncom- 
fortably valuable. If Total Quality 
Management Is to mean anything, 
real power must be surrendered by 
managers, and real value must be 
added to human resources. 


John Gapper 
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Private Times 

UBRARY THCATRE, MANCHESTER 


ARTS 




j This sardonic satire about 
fi unrest In the prison system 
5 coming to a head under nriva- 
:■ ttatfan bursts on us wfchbJSl 
fold topicality: not merely is 
. Britain’s penal system bubbl- 
M tag with toll and trouble but 
Pj now the country that gave us 
Vi Ru P® rt Murdoch and a “white 
Australia" policy is farming 
out the jails to business. All is 
set far a savage Swiftian swine 
at the new morality. 

At times we get it. Kevin 
Fe&an's pi ay postulates the 
plausible hypothesis that big- 
time bullion robber convicts 
have invested their unrecov- 
ered gains in a company that 
buys the prison under a gov- 
ernment privatisation scheme. 
With their accountant installed 
as governor, the new owners 
have no need of escape, but 
comfortably plan their com- 
mercial concern with an eye to 
maximum profit. 

The contempt for one-off 
domestic killers (“not real 
criminals") is balanced by 
eagerness for the bread and 
witter trade (“approved school. 
Borstal, prison - and he's only 
21 : a good investment") and 
the reluctant admission that 
“nonces” (sex offenders), while 
loathed, are actually good busi- 
ness since not many jails are 
willing to take them 
It looks like mischievous 
Shavian paradox. But the 
writer, whose MacAlptne's 
Fusilier was cordially noted for 
its generatton-spaning chroni- 
cle of Anglo-Irish relations, 
over-eggs the padding with any 
number of bad ovoida: serious 
comments on the system, the 
psychological study of an unst- 
able prisoner and the superim- 
position of Macbeth on the 
story. 

As the symbolic blow for lib- 
eral studies, a convict produc- 
tion of the Scottish play 
inspires an escape attempt, the 
officers’ irrational hatred, and 
at times a thrilling dramatic 
garnish. 

. ■ This is summed up by the 
stormy night when an orderly 
does the rounds uttering the 
Porter’s speech, noting each 
oblivious inmate and convinc- 
ing us that the perpetual 
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Viktoria Mullova 


WIQMORE HALL 

Viktoria Mullova’s violin 
playing is as intimidating as it 
is impressive. She won the 
Sibelius Competition in Hel- 
sinki in 1981, and the Tchai- 
kovsky Competition the follow- 
ing year, when she left the 
Soviet Union for the West Her 
career has . moved ever 
upwards since, garlanded with 
praise and the most exalted 
comparisons. In big concertos 
her larger-than-life technical 
a t trib u tes, her fearsome attack 
and steely tone can be matched 
ny the orchestral scale; in 
recital, as she demonstrated at 
the Wigmore Hall on Friday, 
her virtues can be overwhelm- 
ing In quite the wrong sense. 

Driving her way through 
Beethoven's A minor Violin 
Sonata Op. 23 and Brahms’s D 
minor Sonata Op 108, Mullova 
displayed all the characteris- 
tics one would expect - spot- 
less intonation married to 
fiercely exact articulation, 
boundless reserves of power 
and concentration. The scherzo 
of OpJ&3 was propelled on a 
single carve of energy, the 
emotion of Brahms’s last violin 
sonata sculpted in big. dra- 
matic sweeps. -It was all in 
place, as if pre-programmed 
almost, and delivered with an 
uncompromising, take-it-or- 
Leave-it directness. 

Yet the expressive details of 
the music were left almost 
unexplored; perhaps Mullova’s 
approach to duo playing leaves 
her pianist to fill in the gaps in 


the subtext Her partner hoe 
was David Golub, a late substi- 
tute for Matia-Joae PIres; he 
provided reliable support but, 
perhaps conscious of the lack 
of instinctive shaping in the 
violin line, tended to contrive 
hh point-making, over-egging 
the rubato and the dynamic 
curves. 

The Beethoven and Brahms 
axe robust enough to withstand 
such faff-frontal treatment, but 
bearing down just as heavily 
upon Schubert’s A major Vio- 
lin Sonata D574 wrings all 
charm from the music and 
leaves just notes, perfectly 
realised though every one of 
them may be. There is more to 
Schubert’s Rondo briUant, too, 
than showmanship; a bravura 
wit is required to make it take 
flight In any case, charm and 
wit are not attributes that Mul- 
lova’s playing exudes in abun- 
dance; these performances 
«nrii fid as little as the v i o li nist 

But then Mullova gives so 
little of herselt it seems para- 
doxical to characterise such 
energetic, propulsive playing 
as cold detached, but the 
hnwawiiate technique is used 
as an impermeable barrier 
behind which the violinist’s 
own personality can hide in 
safety. Yet her potential is 
boundless, just as soon as the 
inner and outer selves ran be 
connected in a mea n i n gful 
way. 

Andrew Clements 


knocking is indeed at the gates 
of hell. 

But for the most part the 
play is wildly In aims 
and methods. Craig Hewitt's 
flhe set is all one expects from 
an assistant to Ulti, Napier. 
Crowley and other great n ames 
fa design: a tilted Stage with a 
level revolve In the centre, the 
whole brooded over by a reclin- 
ing male nude sculpture like a 
mountain HnminaHng the land- 
scape. 

This does not prevent Lawr- 
ence Till’s direction unwar- 
rantably slowing down with 
furniture-shifting between 
scenes — though the gaps are 
sometimes excitingly covered 
by voice-overs reciting ironic 
verse that combines elements 
of Macbeth with the conspirato- 
rial rollicking of the pre-war 
Night MaR soundtrack. If only 
the tension, confidence and 
ebullience were at this level 
throughout! 

But styles veer between nat- 
uralism a nd stiltedly articulate 
discussion. Themes tangle, 
points fizzle out There seem to 
be several shows here. Mr 
Fegan was wrtterta-resldence 
at a Leicestershire prison for a 
year and the experience leaves 
him full of things to say but 
not much Hiwripifag or sense of 
direction. 

Still, better a play that is a 
mess through too many ideas 
than too few. And the cast 
serves it nobly, not least the 
one woman, Carol Harvey, who 
distinguishes nicely between 
con's wife, sour education offi- 
cer (a political pawn between 
Home Office and prison offi- 
cers) and bright-eyed but 
slowly disillusioned drama 
teacher. 

Dominic Keating, the British 
stage’s habitual Jailbird, and 
Tom TTi ggiwe both, double as 
well-differentiated con and 
screw; and Billy Clarke over- 
comes some over-dramatic 

writing to walw amt* Of the 

Irish murderer who flnflu sal- 
vation in realising that Mac- 
beth Is a psychopath. Too 
much, too confused; but plenty 
to say. 

Martin Hoyle 
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"WTvery year an American milliou- 
Lj aire, Jay A Pritzker, the presl- 
#* dent of the Hyatt Foundation 
A gives a prize of $100,000 to the 
living architect "whose built work demon- 
strates a combination of those qualities of 
talent, vision and commitment ... to the 
production of significant contributions to 
humanity and the built environment 
through the art of architecture." 

It has become fashionable to describe 
the award, now in its twelfth year, as “the 
Nobel of architecture.” This year there is, 
for the first time a British prize that is 
intended to commend “the best architec- 
ture of its time anywhere in the world." 
The only condition is that the architect 
must be British. 

The award is railed the Royal Institute 
of British Architects Trustees’ Medal and 
it is sponsored by Marley pic. The build- 
ings that are to be considered for this 
major award have to be older than seven 
years and younger than 25. 

The first recipient of the Pritzker 
“Nobel" prize was Philip Johnson, an 
American architect capable of stimulating 
the architectural debate as much by his 
refusal to toe any stylistic line as by his 
actual architectural achievements. 

Johnson has, over the years, been fol- 
lowed by the inevitable list of great Ameri- 
can architects who seem to occupy perma- 
nently the pantheon of current fame - 
Kevin Roche, Ieoh Ming Pei, Richard Meier 
and Gordon Bunshaft. 

It has often seemed as though the 
award, which is usually judged in New 
York at a lengthy slide show at the 
Museum of Modern Art, is determined to 
canonise the American apostolic succes- 
sors of the Bauhaus. 

But that would not be an entirely fair 
assessment iff the award’s record. Gottfr- 
ied who is a German expressionist 

architect working in an almost Gothic 
manner in concrete, was a forgotten mas- 
ter rediscovered and praised for bis 
intense originality by the Award. 

James Stirling, who plays extraordinary 
codas on the theme of modernism, is the 
only British recipient of the prize (in 1981). 
The choice of the Austrian Hans Holleln 


showed that post modem diversity was 
not too much for the jury to swallow, and 
last year’s choice of Frank Gehry from 
America indicated an openness to some of 
the wilder sources of recent architectural 
expression. 

17115 year the prize is awarded for the 
first time to an Italian architect and the 
presentation ceremonies will take place in 
Venice, at Flat’s Palazzo Grass!, in June. 
The choice of Aldo Rossi from Milan 
marks a willingness to mnmigTwi theory as 
well as practice. 

I have long enjoyed the way that Rossi 
develops the classical basis of architecture 

in a deriiflpiUy austere and mnmiTTipntnl 

way. His work is rooted fa the quasi-Surre- 
aiigt school of TtwHwn artists like Giorgio 
de Chirico. But Rossi's visions are inhab- 
ited. 

It has been fashio nable to think of Rossi 
as also inspired by the architecture of Ital- 
ian fascists and he long ago made a strong 
defence of "the great architecture of the 
Stalinist period." Some of bis more monu- 
mental public bousing schemes In Italy do 
indeed weigh as heavily upon the earth as 
some of that dictator’s follies. 

It was in the cities of the dead that Rossi 
was first taken seriously as an architect 
His strict formality and relentless geome- 
try produced a moving and powerful ceme- 
tery at San Cataldo in Modena. The cubic 
ossuary set within the bleak angular clois- 
ter is both powerful and moving. There is 
little hope In the cemetery and, alas, none 
of the itahan extravagance that still char- 
acterises so many family monuments in 
Italy. 

It is from these cold roots that Rossi has 
flowered. His recent proposals for the new 
school of architecture for the University of 
Miami at Coral Gables is positively cheer- 
ful with domes, palm trees and entertain- 
ing follies. America certainly seems to 
remove the deadly monumemtality from 
his work. The simple wooden houses at 
Mount Pocono in Pennsylvania which 
were just mmpifthprf are intelligent, tra- 
ditional and almost festive. 

Perhaps Rossi’s best known work was 
his temporary floating World Theatre that 
was moored In Venice. It had a painted 


Michelangeli 

BARBICAN HALL 

The pianist Arturo Benedetti M iche lan ge l i 
divided his programme last Thursday 
between Beethoven and Chopin - which 
may not seem as drastic a division as it 
actually was; for between Michelangeh's 
Beethoven and Mlchelangeli’s Chopin, 
there is a huge and forbidding gap. Suffi- 
ciently myopic listeners might have 
th mi ght they were hearing two pianists for 
the price of one. (Though you would have 
to be very myopic to miss Michelangeh’s 
uniquely doomy presence). 

ffls Beethoven starter was the mild, pia- 
no-friendly little op. 22 Sonata in B-flat. 
not often heard in public, and scarcely 
ever like this. Within a few bars it was 
clear thqt Mlchelangeli's sternly respectful 
view erf the work was to exclude the least 
indulgence in mere pianism. Pearly runs 
ware pebbly, bright octave-skips indiffer- 
ently n«Tsh; the Adagio, which is strewn 


with p and pp, was pedagogicaHy stiff and 
loud, its graceful arabesques frozen. 

Then came the great Sonata op. in, 
starting with the risky left-hand drop in 
octaves divided between both bands. Mlch- 
elangeli’s reading was not grave - no 
portentous depths were suggested - but 
intensely sober (no impassioned heights, 
either). 

The main Allegro was a tight-lipped 
struggle; the variation-movement unfolded 
evenly, without sidelights, and when the 
celestial demi semiquavers arrived they 
r»amp wkf» hail. There was some remark- 
able control, of course, of a thoroughly 
saturnine stamp. 

The other Michelangeli played Chopin 
with such exquisite and searching imagi- 
nation that he made the B mino r Mazurka 
from op. 33, the first Scherzo and the 
Andante spianato & Grande Polonaise 


seem rich fare for a half-programme. With 
the luminous tones he drew from the 
Mazurka and the delicate shadows, and 
the unforced expressive insights, we 
remembered why we had come. 

The B minor Scherzo had an ori gin a l , 
fascinating treatment: its stressful opening 
material was suppressed to a fretful mut- 
ter, but a huge expanse of melancholy 
opened up at every ritenuto, long sighs 
gently breathed. 

Michelangeli played the Andante spian- 
ato here not long ago. This time it was less 
silken and idyllic, more firmly pointed, 
and the interlude-cadences freighted with 
thoughtful feeling. His Grande Polonaise 
admitted three or four times to being a 
dance, somewhere long ago, but mostly it 
was a dream of soft, unhurried brilliance. 

David Murray 
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ARTS GUIDE 


MUSIC 

London 

yngHah Chamber Oidustn. 
Tchaikovsky l£0th Anniversary 
concert, toctad c a Serenade In 
C, Elena Flrsova's Autumn Music 
writt en in memory of the Rus- 
sian composer. Barbican Hall 
(Mon) (538 8891). 

Moscow Radio Orchestra con- 
ducted by Vladimir Fedoseyev. 
Vladimir Ovchinflcov (piano). 
Tchaikovsky, Prokofiev, Rach- 
maninov. Barbican Hall (Tfanr) 
(6386891). 

Parte 

Carte Blanche a F Alto. Concer- 
tos tor one or two.attos (Toe). 
Auditorium du Louvre (47203637). 
EUane Rodrigues (piano). Bach, 
Chopin. Schubert, Villa-Lobos 
(Tuo). Auditorium des Halles 
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Jean-Ptatre Rampal (flute) and 
John-Steele Ritter (harpsichord). 

Bach's Sonatas (Wed). Th&tre 
des Champs ffiysSes (47203837). 

Brussels 

AgaW tofla^(toprroo)^M« ompan- 

In a programme of Bach, Handel, 
Mendelssohn, Mozart, Fergolesi 
and WoH (Tuefi). Palais des 
Bgau x-Arts. 

BBT Wifflununwil e i Whocfa- a 

conducted by Leopold Hager with 
Jan Van Reeth (flute) in a pro- 
gramme of Martin, Mozart and 
Prokofiev (Thur). Maison de la 
Radio; 

Amsterdam 

Nethe rl ands Chamber Orchestra 
with Glen Wilson (piano) and 
Harrovian Stegonga (cello). Moz- 
art, Tchaikovsky (Wed). Beurs. 


Friedrich GnUa piano recital. 
Mozart (Thar). Cologne Fhilhar- 
motile. 

Frankfurt 

OrdnstnFbilharmanlqeDe 
M oate-Cado conducted by Lawr- 
ence Foster, with Gil Shanam 
(violin). Lalo, Brahms, Dukas 
(Tues). Alte Opera. 

Rome 

Carlo Grant (piano) playing 
Schubert, Chopin and Liszt 
(Thur). Teatro Ghione (6372294). 
Giuseppe Sinnpoli conducting 
a concert performance of Wag- 
ner’s Siegfried with sopranos 
Jams Martin and Barbara Carter, 
contralto Florence Quivar, tenors 
Siegfried Jerusalem and Horst 
fflestermann. (Wed). Auditorium 
in via della ConcOJaztone. 

Florence 

Shirley Verratt singing Schu- 
mann. Schubert and Brahms 
accompanied by Christian Ivaldi 

(Thur). Teatro Comunale 


Franco Gull! (violin) and Enrica 
Cavallo (piano) playing sonatas 
by Beethoven Brahms and J. 
Strauss (Wed). Conservatorio 

G. Verdi (80£L26). 

New York 

New York Philharmonic cod- 
ducted by Zubin Mehta with 
Alfred Brendel (piano). Brahms, 
Bartok, J.C. Bach (Thur). Avery 
Fisher Hall. Lincoln Center (874 
677©. 


May 11-17 


Kyung-Wha Chung violin recital 
with Phillip Moell (piano). Han- 
del, Prokofiev, Grieg (Wed). 
Avery F latter Hall, Lincoln Cen- 
ter (674 677©. 

Da Capo Chamber Players. Elena 
Forsova, Dmitri Smirnov, 
Schoenberg-Wetoem (Thur). Kauf- 
mann Hall (996 1100). 

Washington 

National Symphony Orchestra 
conducted by Yuri Temirkanov 
with Alicia de Larrocha (piano). 
Weber, Mozart (Tue); Yuri Temir- 
kanov conducting with Luigi 
Alberto Blanchl (violin). Liadov, 
Tchaikovsky, Shostakovich 
(Thur). Kennedy Center Concert 
Hall (4674600). 

Chicago 

Chicago Symphony Orc h e s tra 
conducted by James De Preist 
with Jeffrey Siegel (piano). 
Adams, Rachmaninov, Bartok. 
Lutoslawski (Thur). Orchestra 
Hall (435 6686), 

Tokyo 

Tokyo MotropoBtsn 'symphony 
Orchestra, conducted by Hans 
Zander. Beethoven, Dvorak, 
Brahms (Wed). Tokyo Bimka 
Kaftan (882 0727). 

NHK Symphony Orchestra, con- 
ducted by Wolfgang SawaUisch. 
Beethoven programme (Thor). 
NHK Han (465 1781). 

Leona Mitchell (soprano) with 
James Wong (piano). Debussy, 
H andel . Duparc, Wdf (Thur). 
Shown Women’s University 
Hltoznl Memorial Hall, near San- 
genjaya. (353 2242). 
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Paddy’s Market 


TRON THEATRE, GLASGOW 


The Willis Faber Dumas offices in Ipswich by Norman Foster, which won the new British prize for the best 

architecture of its time. It is an elegant curved glass block which has survived changes in fashion style 

ARCHITECTURE 

Rare gifts appropriately rewarded 

"WT very year an American million- showed that post modem diversity was octagonal roof and moved like a lightship 
Lj aire. Jay A. Pritzker, the presl- not too much for the jury to swallow, and among the domes of Venice with a cool wit 
a* dent of the Hyatt Foundation last year’s choice of Frank Gehry from of its own. 

A gives a prize of S 100.000 to the America indicated an openness to some of This wit seems to have deserted Mr 


octagonal roof and moved like a lightship 
among the domes of Venice with a cool wit 
of its own. 

This wit seems to have deserted Mr 
Rossi when it comes to his proposals for 
some offices as part of the Canary Wharf 
scheme. Cold rational stone clad boxes 
with low slung carved roofs will sit at the 
feet of the unnecessary giant tower that 
blights the centre of (fanary Wharf. Rossi 
Maims that his Canary Wharf scheme is 
influenced by "the Shakespearean world of 
Venice and Verona.” It must be the mer- 
cantile rather than the poetic element that 
has inspired him. 

Many of the elements of Rossi’s stylistic 
development are brought together fa his, 
as yet unbuilt, plans for the German His- 
tory Museum in Berlin. If this great proj- 
ect Is ever built (Rossi was the competition 
winner) it will be an unlikely tribute to 
fascist forebears. Speer-like classicism Is 
mixed with arbitrary geometry and ele- 
mentary shapes. Rossi is a powerful archi- 
tect who works on the monumental scale. 
He is strong meat and a brave choice for 
the Pritzker. 

* 

The new British prize for the best architec- 
ture of its time has been awarded to Nor- 
man Foster (surely the next Pritzker win- 
ner?) for bis Willis Faber Dumas offices in 
Ipswich which were completed in 1973. 

This is the famous, and still extraordi- 
nary curved glass block that stands on an 
unlikely site. like a huge grand piano, the 
block has an elegance that is rare with its 
tfiimriw floors floating behind a glass skin. 
The work had survived changes in style in 
fashion because, like all of Norman Fos- 
ter’s work, it has a basic technological 
integrity. 

It is sad that Foster does not build more 
in Britain - but an early glimpse at his 
London headquarters for ITN shows that 
he is going to produce another classic. 
Foster and Rossi share the glittering 
prizes because they both work from a bard 
centre of cold rationality that is timpJesB 
and often visually perfect. Rare gifts 
appropriately rewarded. 

Colin Amery 


Two years ago The Steamie 
served up a warm, vitamin- 
packed slice of communal Scot- 
tish urban life that is still 
befog gobbled up by audiences 
and is set for a national tour 
this autumn. The chef was 
Tony Roper, ex-miner, ship- 
yard worker, labourer and now 
actor. The Stcamic was his first 
play as a writer. His second is 
already sold out for its run at 
the Tron as part of Glasgow’s 
Mayfest. 

Given the affection and rec- 
ognition of Saturday’s night's 
strongly local audience, it 
seems presumptuous of the 
outsider at the family party to 
voice reservations. The play is 
inspired by the street market 
north of Glasgow Green, a jum- 
ble of barrows and stalls shor- 
ing with Harrods the boast of 
selling anything, though aimed 
at a different clientele. 

A brief shadowy prologue 
depicts the market's birth: a 
destitute Irish labourer sells 
his shovel, then his coat and 
hat, and sees the entrepreneur- 
ial light in a way to gladden 
the most immaculately Thatch- 
erite heart. We then switch to 
the present, a Caledonian Petti- 
coat Lane (but more genuine), 
filled with characters and odd- 
balls. both vendors and cus- 
tomers. Without exception, 
they are wryly lovable. 

Here resistance sets in. The 
play is a succession of set 
pieces - significantly, audi- 
ence applause greeted the end 
of some scenes - when it 
should be a seething, jostling 
kaleidoscope. After two and a 
half hours the thread that 
links what has been whittled 
down to a series of anecdotes is 
tenuous: it all looks self-con- 
scious and contrived. 

Kenny Miller’s set drapes the 
sides of the auditorium with 
old clothes and backs the 
action with a row of lock-up 
booths and a coffee-stall. Mich- 
ael Boyd’s direction evokes 
first-class playing from a good 
company; but ultimately criti- 
cism boils down to listing the 
cameos since the work’s con- 
struction is simply a string of 


vignettes, some more success- 
ful than others. 

The opening dialogue 
between two women stall-hold- 
ers is self-indulgently droll, 
and it needs Russell Hunter to 
inject a dash of astriugency 
with his angry old man. Whim- 
sically painting wellies green 
for upmarket punters, confus- 
ing yuppies with muppets, he 
nevertheless rages against old 
age and the dying of his partic- 
ular light with real fur)', an 
antidote to the general cosi- 
ness. 

The humour is less that of 
human observation than a 
dry-run for a sitcom, complete 
with caricatures. Some are 
wickedly recognisable: the sibi- 
lant theatre designer (John 
Stahl) searching for cozzios for 
his new adaptation oT Tarzan, 
in which the hero appears 
naked but for a miner's helmet 
and handbag ("Too virginal,” 
he murmurs, rejecting a lacc 
wedding shawl). Glaswegians 
who remember a jock-strap 
(and nothing else) clad Hamlet 
will be in no doubt that this is 
an hammage to Glasgow's most 
famous theatre just across the 
river from here. 

The trouble with trying too 
hard to be funny is that it 
leaves the serious moments 
uneasily stranded. In spite of 
Anne Marie Timoney's unsenti- 
mental performance, the por- 
trait of the woman whose sto- 
len baby was never found and 
who now lavishes love ou the 
dog she wheels round in a 
pram, falls flat, dropped unpre- 
pared, as it is, into the comic 
routines and relentlessness 
jokiness. 

By this time the play has 
started to ramble, a series of 
disjointed reminiscences to be 
rounded off with a homily from 
a wise old bird to a doubting 
teenager ou the pride and val- 
ues of the market. Even as a 
song of praise to a local institu- 
tion the piece is ambiguous in 
intention; a patriotic statement 
turning into a stand-up rou- 
tine. 

Martin Hoyle 


Mozart operas 


ROYAL COLLEGE OF MUSIC 


An invitation from one music 
college to another has brought 
what may be the first in a 
series of Anglo-ltailan 
exchanges. At the weekend the 
Scuola dl Musica dl Fiesole 
took up residence in the Brit- 
ten Theatre at the Royal Col- 
lege of Music, where the stu- 
dents are presenting concert 
performances of two Mozart 
operas. Cost fan tutte and Le 
nozze di Figaro, 

As they have already given 
fully -staged productions of the 
operas on tour In Italy, it Is a 
shame that they could not do 
so here, for the master-classes 
the singers have attended with 
Claudio Desderi will surely 
have taught them a good deal 
about how to put the Mozart 
comedies on stage. Desderi, 
well known to Glyndeboume 
audiences as an outstanding 
comic actor, is the driving 
force behind the school’s Moz- 
art-Da Ponte project 
It is his professed aim in this 
course to present a style of 
Mozart Interpretation that is 
“very Mediterranean." Desderi 
himself conducts and does so 
with a drive and Intensity that 
just about excuse the very 
extreme manner fa which he 
pulls the music about. The 
young players of the Came rata 
Musicsie Fiesolana clearly 
have to know his interpreta- 
tion inside out 
The vocal standard of the 
performances is generally on a 
par with a good night at one of 
the London colleges. If there is 
a special pleasure to be had in 


hearing Italians sing Mozart, it 
comes in the recitative and the 
character roles, which have 
always been Italian speciali- 
ties. The Despina of Maura 
Maurizio was a delight, full of 
bubbly charm and making 
every word of her role sparkle. 

Its Despina apart, the perfor- 
mance of Gosf fan tutte on Fri- 
day had its ups and downs. 
Antonia Brown made a sensi- 
tive Fiordiligi, without reach- 
ing the frill stature of the role, 
and there was a Dorabella full 
of temperament in Marina Fra- 
tarcangdi, of whom we might 
well hear more. But the out- 
standing voice of the evening 
was the Guglielmo of Roberto 
Scsltriti, who has already 
undertaken some professional 
engagements in Italy. 

On Saturday, the cast of Le 
nozze di Figaro was more 
evenly balanced. Maria Cos- 
tanza Nocentini's appealing 
Susanna was paired with a 
peacock-proud Figaro in Piero 
Guarnera, who made much of 
"Aprite un po." The Countess 
was sung by Rossella Ragatzu, 
potentially a soprano voice of 
some strength and beauty, and 
the English baritone George 
Mosley, a former Fiesole stu- 
dent, stepped in at the last 
moment to provide a broadly- 
phrased, dignified Count 

There is a further perfor- 
mance of Cosi tonight and 
Figaro will be repeated tomor- 
row, but please note that the 
casts will be different 

Richard Fairman 


The Cat and 
the Fiddle 


CARNEGIE HALL 

In the Jerome Kern centenary 
year, 1985, Carnegie Hall 
revived some of Kern’s Prin- 
cess Theatre shows in its 
Recital Hall, which has just 
about the same intimate 
rHmpnsrifms and an under-300 
capacity as the Princess Thea- 
tre had. 

The shows were a hit, and 
they have continued. It was a 
joy to hear musicals unamplif- 
ied. John McGlinn, their con- 
ductor, has a Mozartian light- 
ness and liveliness of touch 0 
wish the Met would turn some 
of its Mozart over to him). 

The original orchestrations 
- which were souped up and 
soggied in later revivals - 
have been recovered and 
restored. The alert instrumen- 
talists include those whom on 
other nights we hear playing 
Babbitt and Elliott Carter. The 
performances have class. 

This year's Carnegie Kern 
was The Cal and the Fiddle, a 
1931 musical of merit, post- 
Shota Boat but In its intimacy 
a successor of the Princess 
Theatre pieces. 

The plot of The Gar and the 
Fiddle, set in Brussels and 
Paris, dramatises the competi- 
tion of the peppy, rhythmic 
American music that its Amer- 
ican heroine, Shirley, writes 
(“She didn't say Yes. she didn't 


say No"), and the romantic, 
winning, Austro-Hungarian 
schmaltz composed by its 
Rumanian hero, Victor. 

Their loving combination 
produces a hit show. Ninon 
Vallinonce recorded the hit 
number, “The night was made 
for love." The book, by Otto- 
Harbach, is kin to that of the 
Ariadne prologue, and it is a 
cut above that of last year’s 
Carnegie Kern, the frivolous 
Sitting Pretty, even though 
that was by P.G. Wodehouse. 

Over the years, Carnegie has 
assembled something like a 
Kem company, and it seems to 
have the pull to attract people 
for a week ( The Cat and the 
Fiddle had six performances) 
from their Broadway assign- 
ments in Cats, Les Miz, or 
whatever. 

Shirley was sung by Judy 
Kaye. ex-Gofa who along with 
Joan Morris is one of my favor- 
ite American sopranos for her 
command of words, timing 
and tones. Victor was David 
Gaines, on leave from Les Miz, 
who was captivating. Odette, 
the Other Woman, was cleverly 
played by Angelina Reaux. 
And throughout the big cast 
there was not a weakness, not 
a dullness. 

Andrew Porter 
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A freer EC 
car market 


FOR AN Industry which claims 
it has nothing to hide, motor 
manufacturers and dealers 
appear decidedly alarmed by 
the UK Monopolies and Merg- 
ers Commission’s planned 
Investigation into new car 
prices. There is disturbing evi- 
dence that British consumers 
are getting a raw deal, which 
underlines how far the Euro- 
pean Community still has to go 
to achieve an integrated mar- 
ket In cars. The Bureau of 
European Consumer Unions 
found last year that UK pre-tax 
car prices were among the 
highest in the EC, averaging a 
third more than in Belgium. 
Though car makers dispute the 
exact figures, and UK prices 
appear to have softened 
recently, Britain has long 
offered unusually attractive 
margins. 

The MMC’s search for an 
explanation is due to focus 
heavily on exclusive dealer 
franchises. Though car makers 
are required by EC rules to 
supply their products freely 
across frontiers, there are sus- 
picions that the exclusive 
dealer system, coupled with 
differing national type 
approval standards, has served 
to frustrate price competition, 
particularly from “grey" 
unports. 

Exclusive franchises, which 
are currently exempted from 
EC competition law, cannot be 
solely responsible for high 
prices, since they are not 
unique to Britain. However, 
their justification — that dis- 
tributors need an assured mar- 
ket if they are to invest in 
spare parts and after-sales ser- 
vice - needs to be re-exam- 
ined. The greater reliability of 
modem cars and the growth of 
independent servicing facilities 
weaken the case for treating 
them differently from other 
consumer goods. 


Unconvincing arguments 
Industry arguments that 
right-hand drive pushes up the 
price of UK car imports are 
unconvincing. If that were so, 
why should many British-made 
cars cost less abroad than at 
home? A more likely source of 
distortion is the II per cent 
limit on Japanese imports’ 
share of the UK market, which 
have failed to strengthen the 
UK-owned car industry but 
have encouraged Japanese 
exporters to maximise their 


Import restrictions 

A single market in cars will 
remain a distant dream while 
Britain, France, Italy, Portugal 
and Spain continue their 
long-standing national restric- 
tions on Japanese imports. As 
well as sheltering local car 
makers, the curbs have pro- 
tected EC sales by producers in 
West Germany, the only large 
Community country without 
import restrictions. Small won- 
der that Volkswagen has 
joined French and Italian car 
makers in d emanding that the 
Japanese accept lengthy EC- 
wide import restraints after 
1992. 

Advocates of continued pro- 
tection stress the European 
industry's need to adjust What 
that really mnana is that ineffi- 
cient car makers should be 
subsidised by the rest of the 
economy. One indication of the 
cost is a recent estimate by 
Sussex University economists 
that freeing the EC of all trade 
restrictions on cars would 
yield welfare gains worth 
almost treble the profits lost by 
the European motor Industry. 

While the EC market 
remains segmented and subject 
to limited competition, Euro- 
pean car producers will lack 
incentives to match the Japa- 
nese by cutting costs, acceler- 
ating product development and 
expanding aggressively across 
watiftnai frontiers. The MMC 
reference has thrown down a 
challenge which should be 
tflican up in Brussels and other 
EC capitals. 


Plight of the 
borrowers 


CONSUMER credit in Britain 
has become highly popular — 
perhaps too popular. According 
to the definition of the 
National Consumer Council it 
has climbed from ElObn in 1979 
to well over £40bn today, tak- 
ing in a variety of bank lendr 
mg, instalment credit, out- 
standings on credit cards and 
retailing credit This is quite 
apart from loans for house pur- 
chase, the outstanding level of 
which has soared from £45bn 
to £260bn over the same period. 

This huge growth in credit 
has had strong macro econ omic 
effects, leading to the UK’s cur- 
rent economic problems of 
excess demand, inflation and 
trade deficit. But the microeco- 
nomic consequences are also 
important At the level of indi- 
vidual saving and spending 
decisions society has had to 
cope In the 1980s with an unfa- 
miliar phenomenon - the 
availability of almost unres- 
tricted credit. It might have 
been wiser to open the taps 
more carefully. 

The good news is that mil- 
lions of families have used the 
credit markets to finance the 
acquisition of housing assets, 
and to sustain a lifestyle ori- 
ented towards the use of 
expensive durable goods. But 
there is a debit side to the 
credit boom. Greater tempta- 
tion is experienced by the 
young and the feckless. And at 
a stage in their lives most peo- 
ple are encouraged to take on a 
large volume of debt, which 
exposes them to risks in the 
event of misfortunes like ill- 
ness or unemployment 


check that he or she has no 
history of credit problems. 
Debts should be unrecoverable 
through legal procedures 
unless it can be shown that the 
lending was prudent. 

Such interference In the 
credit granting process must 
be considered carefully, how- 
ever. It Implies that credit may 
be withheld from people who 
seek it If they find it is not 
available from respectable 
institutions they may look else- 
where, to sources which will 
certainly be more expensive 
and may be of dubious legality. 


Debt problems 

Organisations such as the. 
Citizens Advice Bureaux are 
becoming stretched by the 
need to cope with debt prob- 
lems. The Incidence of mort- 
gage arrears and repossessions 
is still relatively small as a pro- 
portion of mortgaged house- 
holds, but bas been rising 
sharply (with a renewed surge 
in the second half of 1989). By 
1987 it was estimated that 
more than 2m households were 
having difficulty meeting com- 
mitments. 

The NCC’s report, Credit and 
Debit, seeks to place more 
responsibility on the lenders. 
They should be required to 
assess an Individual's capacity 
to repay, rather than just 


Consumer education 

In the longer term the appro- 
priate remedies are improved 
consumer education and 
enhanced competition. But in 
these respects there are still 
deficiencies in the consumer 
credit market Competition pri- 
marily takes the form of pro- 
motion rather than of cuts in 
interest margins; many con- 
sumers fail to understand the 
simple mathematics of borrow- 
ing. Even where interest rates 
are emphasised, as in the wave 
of promotion of low start and 
other special mortgages, the 
claims are often deliberately 
confusing and mitilparHng - The 
high margins in consumer 
credit are attractive to lenders. 
The danger Is that this permits 
them to go after relatively 
risky advances because they 
can build provisions for high 
write-offs into their cost struc- 
ture. But the bankers’ cushion 
can lead to a hard landing for 
many of their customers. Con- 
trolled arrears can be Highly 
profitable, says the Council's 
report 

Over time, new patterns of 
behaviour will develop. In 
recent years many people, 
thanks to the unexpected rise 
in house prices, have become 
asset-rich but cash-poor. Bor- 
rowing Is a logical way to 
release locked up wealth, but it 
requires skills in financial 
management that many people 
lack. The latest to jump on to 
the housing bandwagon have 
not even benefited from capital 
appreciation, and are simply 
under severe pressure. 

In these circumstances there 
is a good case for shifting more 
of the risks on to the lenders, 
but a better one, in the long 
run, for encouraging a more 
informed credit market 


T he magnitude of the Polish 
challenge has now became 
clear. What was known in 
theory is now hard practice. 
The previous. Communist govern- 
ments of Poland sought to keep the 
peace, themselves In power and, in 
the 1980s, Solidarity at bay by promo- 
ting a standard of living the country 
could not afford. They failed. Now, a 
Solidarity-led Government most pay 
the MIL Four months on. how is it 

faring ? 

The men on whose stooping shoul- 
ders frhig enormous burden Hag fallen 
- Prime Minister Tadeussz Mazo- 
wiecki and his Finance Minister, Dr 
Leszek Balcerowicz - have already 
accomplished much. Accepting that 
inflati on was the first enemy at the 
post-Communist state, they intro- 
duced a shock treatment which has 
Been living standards reduced by a 
third in the first four months of this 
year. 

Theirs is the most sweeping eco- 
nomic reform yet implemented In any 
state in eastern Europe, and much 
hinges on its success - not least in 
the Soviet Union, where even radical 
reformers have thus far refused to 
contemplate anything so abrupt. 

The Warsaw Government has cot 
subsidies on food, housing, energy 
and transport; jacked up interest rates 
to more than 40 per cent (although 
they have subsequently fallen to 
about 12 per cent); and devalued the 
currency, from about 6£00 Zlotys to 
the dollar to the present 9,500. Prices 
were liberated while wages were 
simultaneously clamped down. 

To a shock is something of 

an understatement. In Poland the 
basics of life had long come cheap. 
The price subsidy system was created 
to serve a high ideal - the excision of 
need and greed from society. And 
although it had long since ceased to 
serve any end other than to pacify the 
populace, it still prevented absolute 
need. 

For those who really were depen- 
dent - pensioners, the low paid, 
those with large families - this was 
better than the hunger older Poles 
remember. For those not so depen- 
dent, the guaranteed provision of a 
job meant an existence of unpoor, 
unfearful, nndamanrtfng sloth, oiled 
by cheap booze. To say, then, that 
co mmunis m was “hated" was true 
only to a point. Its effects were 
imbibed. A new layer of habits of 
mind and body was built on assump- 
tions of low expenditure and low 
effort 


mar gins. Britain's generous tax 
con ce ssions on company cars, 
which account for about two 
thirds of new car sales, may 
also have played a role, though 
the evidence is ambiguous. 

But whatever the reason for 
high British prices, they are a 
reminder of the continued seg- 
mentation of the EC car mar- 
ket, where national restric- 
tions, divergent technical 
regulations and fiscal distor- 
tions fragment demand, raise 
costs and blunt competition. 
Regrettably, European car 
makers have often abetted gov- 
ernments in perpetuating these 
barriers. Fear of Japanese com- 
petition, in particular, has 
delayed technical harmonisa- 
tion for years and. more 
recently, has led to a complex 
wrangle over the future shape 
of EC external trade policy. 


Poland’s delicate 


Agency, underthe leadwsbfe of IS£ \ 

eminent draft - move out. Of tce‘ r. - 
Finance Ministry to become., a 
full-blooded privatisation agan cfl ■ 
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The Government wants 
hard currency, foreign 
expertise and technology: 
the workers want their 
inheritance 


Poland added a further dimension. 
The Higher militancy of its working 
class - coupled with the Soviet 
Union’s cautious handling of Poland 
- meant that successive regimes 
were particularly vulnerable to pres- 
sure frxnn below. 

After the suppression of Solidarity 
in 1981, the efforts of the Jarttzelski 
administration to keep the peace were 
frantic and immensely expensive. 
Poshed by Solidarity in the country- 
side, the Government quadrupled pro- 
ducer prices in nominal terms. Some 
of this was passed on - but from 
1982, real retell prices declined, and 
continued to go down until 1988, at a 
huge cost to the state which it could 
meet only by continued borrowing. 

Solidarity has thus Inherited a mess 
for which it has, in a curious and 
unacknowledged sense, been responsi- 
ble. Formally outlawed through most 
of the Eighties, its massive subterra- 
nean presence, closely allied to the 


most powerful national church in 
Europe, forced the Communists to try 
to provide a living standard its surly 
subjects were not producing. In retro- 
spect, this might have been Solidari- 
ty’s easiest period. 

But now it is very hard: and nobody 
has it harder than Dr Balcerowicz. 
Soft-spoken and direct, he cites the 
triumphs of his shock therapy - the 

Qlaahiing Of Inflatio n anri tiro stability 

of the exchange rate, which is 
thought likely to hold out against 
pressure for at least the next three 
months. The currency, widely seen by 
Pedes as worthless, has again acquired 
some value: Mr Andrzej Olechowski, 
deputy governor of the Bank of 
Poland, calls the exchange rate “the 
jewel in our crown.” Queueing has 
not been eliminated, but it is reduced. 
Inflation is probably about 5 per cent 
this month (78 per cent in January) 
and exporters racked up an 3800m 
trade surplus in the first quarter, as 
they found new customers abroad. 

The Finance Minister says: “The 
Government will not relax our stance 
prematurely. The experience of some 
Latin American economies shows 
what happens If you do. The macro- 
economic programme remains in 
place. We are now looking to micro- 
economic measures, such as privatisa- 
tion.” 

But there is, In the Government, a 
sense of dread: a recognition, which 
Dr Balcerowicz himself expresses, 
that the worst is yet to come. More 
people are really poor, some, such as 
smallholders faced with steeply rising 
bills for inputs and sluggish price 
increases for produce, may have seen 
living standards halved; unemploy- 
ment now nudges 300,000. 

There is disappointment, too - 
notably with the behaviour of manag- 
ers. “They responded, mainly, by put- 


ting up prices, and have been slow to 
adapt,” says Dr Balcerowicz. "Only 
some are now looking at costs.’’ Not 
many Polish, managers are motivated 
fra- (mange - not just because of their 
inexperience of a market system but 
also because they are under threat of 
forced resignations, as Solidarity 
activists clamour for the replacement 
of the old nomenklatura. SaysDrWal- 
demar Kuszinski, chief economic 
adviser to the Prime Minister: “Even 
those companies which are efficient 
may not survive, because of their 
technical backwardness." 

A second source of disappointment 
is the West Large commitments from 
leading western companies have been 
few: Asea Brown Boveri has formed a 
joint venture to make turbines with 
Stomach, valued at 35m: and British 
Sugar Corporation has bought three 
refineries, at between $2m and 35m. 
The most highly publicised, the possi- 
ble purchase of the Gdansk Lenin 
shipyard by Mrs Barbara Piasecka- 
Johnson, the US heiress, came to 
nothing when her offer, based on an 
Arthur Andersen estimate that the 
yard was worth between zero and 
365m, was turned down by workers 
and management. Since then, .the 
Government has said it will turn the . 
yard into a Joint stock company and 
sell Zs400bn worth .of shares at 
ZslO.OOO each, while guaranteeing 
subsidies toe; the next year. 

Jacek Kuron, the great dissident 
figure brought into Government as 
Minister of Labour (*T represent the 
Government to the workers, and the 
workers to the Government") growls 
that “foreign experts come over here, 
they stay in the good hotels, they give 
a seminar, write a report, go home. I 
don’t go to their cocktail parties. I can 
buy my own booze.” 

Foreign experts there are aplenty: 


most famously. Dr Jeffrey Sachs frum 
Harvard, an adviser to Solidarity 
before it helped form the present Gov- 
ernment and the largest outside influ- 
ence on the programme; Dr Jacek 
Rostow8ki and Dr Stanislaw 
Gomulka, bath Anglo-Polee from the 
London School of Economics, are. 
installed as advisers in the Finance 
Ministry. But, says Dr Ceslaw Paga, 
himself a (Polish) adviser in the min- 
istry: “The foreign experts say do this 
and this, but we nave to say, look,the 
banking system doesn’t work, the 
telecoms don’t work, most. of all. 
we have to have regard to the psycho- 
logy of the people. - 

That concern becomes ever deeper. 
Within the enterprises, an increas- 
ingly powerful movement has begun 
among the works councils to have the 
assets hanifad over to them. Many of 
their members are Solidarity activists: 
in many cases, says Mr Jerzy Oslatyn- 
ski, the Planning Minister, “they ran 
enterprises when managers, who did 
not know how to adjust, simply disap- 
peared. They took low wages and 
unpaid holidays so that the firms 
could survive." •. 

They thus have a Store of moral 
capital -.and a tradition of militancy: 
more than any other af the former 
“Workers’ States", most anti- 
communist of countries really is a 
workers’ state. When Dr Balcerowicz 
addressed the Solidarity Congress in 
Gdansk last month, he was told by 
one delegate: Tour name is cursed by 
pensioners, farmers, single mothers, 
unemployed graduates." 

' Following the introduction by Dr 
Balcerowicz of draft bills on privatisa- 
tion In the nariiament in AurfL the 
micro-economic reforms on which he 
places so much hope should soon 
receive a legal underpinning. The 
present Ownership Transformation 


sector. Enterprises chared fag fagfr, . 
saltan will be turned into jafot stock 
/wr. pantos and their shares ; 

two years: 10 per cent w ffi tetfl ertd 
abroad, more with- the permission: of , 
the Foreign Investment Agency. : . +• ■ 

Up to 20 per cent of t he com pany- 
stock is to be offered to weakens bn; . 
easy, term and ministers say they, 
are keen for "genuine 1 * co-opeittirei - 
to be formed, perhaps using « upioyee- 
share o w n ers hip schemes. .*■ . 

, . Mr Lis has been adamant that there-, 
will be ho hand-over of assets tff 
workers. To do that, be has tttgued) ■ 

. would discriminate between . a lud ty. /. 
few working in successful enterprises w- 
• and the multitudes In unprofi table - 
companies, or working for the state' 
bureaucracy. Nevertheless, th e pre s* 
aura for wider employee share owner* 
*hlp la increasing: a rival draftpriva-. 
tisation hill has been tabled, whkfjt; 
argues ■ for privatisation largely 
through transferring the stoat td 
workers, financed by the w orkers 
themselves as well as company profits ’ 

pmfl hflBlf Ti wiw •• • • '* 

Privatisation Is now bogged dowri 
inargumest — the draft of legislation ■ 
is on ita :17th version. Much of the. 
argument, focuses on the price at 
which shares will be sold to workers; 
-more concern abroad has bear, 
expressed on whether or not investors 
will be permitted to take control, and; 
whether or not the workers wffl be 
allowed to use their stake to block 

manag wimml- chang e. The Govern^-- 

mart wants hard currency, tatt&gdjr • 
expertise and technology: the weaken 
who brought Solidarity to power want 
thtfr inheritance. . ’ 

Sven if terms attractive to western 
frBw pnn tos can be agreed, few think 
foreign- investment will come soon 

and Tn lar g w fttrwnnb t Dr Kuaztnskl 

stresses the desperate need for Mist 
industry to have access to high tech- 
nology. But he is angry about the 
extravagant expectations surrounding 
privatisation. Tolas and foreigners . 
both hold to a myth - that our com* 
ponies can be easily sold," he sayd.’ 
"There have been a very few large- 
scale sales so far anywhere, including 
tp Hungary. The examples of GhQtf 
and Bofika show that foreign capital' 
was years In coming after thefr eco-i 
manic restructuring. In the UK antP- 
France, privatisati on of a smell part 


The guaranteed provision 
of a job meant an 
existence of nnpoor, ; 
undemanding sloth; oiled 
by cheap booze 


of industry took years." 

In. this delicate period, as the Gov- 
ernment waits for unemployment to 
grow, for workers' disaffection to 
spread, for political parties to capital- 
ise ftmy an that disaffection, for pri- 
vatisation to work, for entrepreneur- 
ial behaviour td manifest itself, for 
inflation to stay down, and for the 
exchange rate to resist pressure - the 
nerves begin to show. 

All the senior officials and minis- 


ten to wham I spoke, apart from Dr to 
Balcerowicz himself, thought hlsJP 


squeeze had been too severe. Alt 
thought privatisation had been tdo. 
long delayed, and that the Govern- 
ment .was running out of its grace 
period of popular support. Nobody 
thought it was going to get anything . 
but worse. 

At the end of the first four months,' 
the PoBSh Government has survived, 
.the first hard pounding. But from now 
on, tbe pounding only . gets harder. 


Looking for 


space 


Observer 


■ The European Commission 
without the Beriaymont? Hard 
to imagine. This starfish- 
shaped building in central 
Brussels has become almost 
as recognisable a symbol of 
the European Community as 
the White House for the US, 
or the Kremlin far the Soviet 
Union. 

But the Beriaymonfs owner, 
tbe Belgian state, strapped for 
cash to dose its yawning bud- 
get deficit, has now asked the 
Eurocrats to buy tbe building 
they have inhabited for tbe 
past quarter of a century - 
for a price, BFrISbn (£228m), 
that thp Commission flatly 
refuses to pay. 

The reason the Commission 
baulks at paying a price that 
on the face of it 1s not wildly 
out of line with market rates 
is that it has calculated that 
at least BFrSbn will have to 
be spent on removing: asbestos 
from the 1960s-era building 
and making it conform to the 
very EC health directives on 
asbestos the Eurocrats them- 
selves proposed. So far asbes- 
tos has been removed from 
only one of 13 storeys, with 
considerable disruption. 

Some prominent Eurocrats 
feel now is the time for the 
Commissian. which sprawls 
over 30 buildings in Brussels 
(of which it owns only two), 
to regroup in some larger, 
more centralised complex. 

Nato h e adquarters, on Brus- 
sels' outskirts, Is not big 
enough, even if the western 
alliance was finally pulling 
down its shutters, which it 
is not 

Flaying hard, the Commis- 
sion has set the Belgians three 
options - either they go on 
leasing the Beriaymont to the 
EC, or they sell it at a pepper- 
corn price with the EC paying 
for renovation, or the Commis- 
sion will move elsewhere. 

The Eurocrats say the Bel- 
gian Government must decide 
whether it really wants to con- 
tinue to host the Common mar- 
ket executive. Of course it 


does. But this row will not help 
Belgium's d«im to be the 
emerging capital of Europe. 


Prestige job 


■ The traders at Smith New 
Court, one of the few Indepen- 
dent securities firms still left 
in the City, were not answer- 
ing their mobile phones yester- 
day. But it sounds as If they 
have bagged rather a fine 
name to add to their letter- 
head - Mr Peter Walker, the 
former Welsh Secretary. 

Smith New Court Is valued 
at only £25m on the stock mar- 
ket, primarily because it is not 
paying a dividend after it 
found itself holding rather too 
many Ferranti International 
shares. But it is still one of 
the more interesti ng City firms 
to watch, if only because Mr 
Michael Richardson, one of 
the City's best connected cor- 
porate financiers, took over 

as chairman this month AS 

a former Cazenove man as well 
as a forma: Rothschild banker, 
he knows as much about brok- 
ing as corporate finance. It 
will be Interesting to see what 
sort of imprint he leaves. 



powerful Hewlett Packard to 
track where the funds came 
from and where they went. . 
Mr Ian Burton, the firm's 
senior partner, estimates that 
there is enough information 
to fill 2,400 floppy disks, and 
tiie evidence makes the paper- 
work In the current Guinness - 
trial look like “kinde r garten" 
material. Sounds like the trial, 
which does not even start 
before next January, is going 
to be a long one. 


Turncoat 


“How long has he 
been going ‘moo’?” 


■ Mr W.K. "Bill" Brown, the 
former chief executive of Gold 

Ftoids Mining GoTporati o n. 
was one of the most vociferous 
critics of last year’s failed bid 
by the South African con- 
trolled Minorco for hin 
employer, Consolidated Gold 
Fields. When asked his opinion 
of Minorco by visiting journal- 
ists 18 months ago he said sim* 


Next go 

■ Nolan Bushnell likes to com- 
pare business to a game of* 
chess. His latest move is that 
of a grand master. Home com- 
puter buffo will remember Mr 
Bushnell as the young com- 
puter engineer who created 
Pong - the first popular video 
game - and the cornerstone 
of the early success of Atari, 
tbe Silicon Valley company 
whose fortunes soared ana 
then plummeted just like the 
the videogame fads. 

Mr Bushnell has now joined 
Commodore International, an 
old rival, which straggled in 
the early days to persuade cus- 
tomers that its "computers” 
were superior to Atari's "video 
games." He sold Atari to 


Warner Communications in 
1976, reportedly pocketing 
315m. Since then he has dab- 
bled in a string of high-tech 
ventures, Incinding the Pizza 
Time Theatre chain which was 
designed to introduce children 
to computers plus a high car- 
bohydrate diet. But none has 
rivalled the spectacular suc- 
cess and decline of Atari. 

After several failed attempts 
to revive Atari, Warner sold 
it, in 1964, to Jack Tramiel, 
former chief executive of Com- 
modore International. The 
computerised-game rivals of 
the 1970s are once again in 
direct competition. This time, 
however, they are seated on 
opposite sides of the board. 


that Mlnorco’s North American 
subsidiaries, Hudson’s Bay 
Mining and Smelting In Can- 
ada and Inspiration Resources 
in the US, had “abysmal track 
records.” 

Gold Fields fought off 
Minorco but, badly weakened, 
quickly succumbed to a £3^bn 
but from Hanson. Brown quit 
Gold Fields in January, and 
has now resurfaced again - 
as a director of two subsid- . 
iaries of the Minorco he so 
heavily criticised. On holiday 
in Florida this weekend, he 
said of Ms surprise appoint- 
ment “Maybe Minorco took 
some of my remarks to heart 
M any case, they must have 
realised that in the heat of the 
battle some rhetorical excess 
was permissible." 


Hard up 

■ It is amazing what yon can 
get free these days if only you 

ask for it I read in the latest 

issue of The Lawyer that Bur- 
ton Copeland, a Manchester 
law firm, has been granted 
legal aid to buy a second-hand 
main frame computer for £5,000 
to help It handle the Barlow 
Clowes defence. It needs tbe 


Rain man 


■ What do you call a man with 
two raincoats? Max. 

And what do you call a man 
with two raincoats in a ceme- 
tery? Max Bygraves. 


William Hall 
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r Robert Evans, the 
quiet man at. the 
... head of British Gas, 

:■ beginning to deliver on 
ii'.^omises made vhen he 
"'>.N « nme chairman last July: 

- •“ r :'*£ Oindamental shake-up to 
- ' s: -: % managers in Britain’s pri- 
. • ; ;;v-.*ised gas utility closer to 

- ” -^atomers was one of Mr 

v />'‘ans top priorities. A big 
r VS*** this jigsaw will fall in 
_■ , today, when the company 

ounces the appointment of 
district general managers 
.‘^^ended to become the visible 
x of British Gas. For the 
**““» responsibility for 
; company operations will 

vested in one person. 

-;- X r Ironically, British Gas is 
. .'-i; , - cent ralising only days after 
>:;.^1tish Telecom decided to 

- '■■'cT\ ,and ob the district manager 

■ stem which it adopted at pri- 
... vjHtisation in 1984. BT found 
. Si'e system failed because - 
' -V 4, st as in British Gas’s plans — 
v. J :; did not decentralise price, 
. ^y, or investment riwidnng 
v' ^ v'The fact that British Gas 
‘ :: f scribes this as its biggest 

■ anagement overhaul for 20 
v- ^‘.Jars is testimony to the con- 
• . : -xvative, inward-looking ethos 
r . “ i, . • the gas monolith. Disen- 
;>iantment with management 
nurtures that rely heavily on 
, -■*. : motional linas of authority is, 
ter all, old hat to the world's 

- . v' irge companies. 

4 ? The public-utility culture so 
,;igrained in British Gas wor- 
: ' -4.'\ed the City after the com- 
any, then headed by Sir Denis 
ooke, was tossed into the 
' ublic sector more than three 

- ./'ears ago. Mr Evans, a retiring 

- ../^jrgineer who worked his way 

-P through British Gas for 39 
•*t. ^ ears, hardly seemed the man 
warm up the investment 
,%>omm unity while «*<whng Gas 
: ^r growth in the face of com- 

: petition. Yet the utility must 

' "r-.hange because growth pros- 
. '~V«ects in Britain are Imritwl 
- 1*1 British Gas’s first forays on 
he acquisition trail under Sir 
' penis were little short of disas- 
■ : ■ .f ous in Canada, where it 
nought Bdw Valley, an explora- 
' ;**: ; .'ion company, and in New Zea- 

- r-.-.and, where It failed to antid- 

riate local nationalist 
• ••• - rentiment in buying Petrocorp, 
■■ ;j >gas utility. It looked foolish 
••• 'when it unsuccessfully tried to 
. v .:lnap up shares of Lasmo. the 
u dependent oil company. And 
M was outmanoeuvred and per- 
-,- v ristently beaten back by Mr 
"‘‘'■—'James McKinnon, the UK gas 
•/^.regulator. 

r ' In less than a year. Mr Evans 
' ‘ Chas not erased aQ the doubts 
:^ ; .that Gas can cope in a competl- 
*’-■ : five and regulated world, yet if 
v'i only by avoiding obviously 
false moves be is gradually 
raising confidence. 

Mr Evans is fortunate to 
■'.have a cushion - the monop- 
oly of gas supply in Britain - 


A utility comes 
out of its shell 

David Thomas and Steven Butler on a 
management shake-up at British Gras 


_* - 


that allows Gas to change 
slowly. It is sheltered from 
competition in the household 
and commercial sector, which 
accounted for two-thirds of its 
£7.526bn turnover last year, 

and is Still fwimg rra to competi- 
tion in much of the rest Mr 
Evans felt secure enough last 
summer to dem and a full five 
years for his changes. 

The company is facing two 
quite differe nt problems in its 
home market: 

• First is the saturation of 
Britain's household and small 
business pas ma rket- Mr Evans 
points out that Gas signed up 
350,000 new customers last 
year, the highest number in a 
decade. Yet he acknowledges 
the limits to growth: "We have 
got a high saturation already 
and given five more years of 
progress like that, then we 
would see the market becom- 
ing mature.” Future profits 
also look uncertain as Mr 
McKinnon proceeds with his 

review of the monopoly-sector 

tariff formula, to be imple- 
mented in two years. 

• Second is the opening of the 
industrial gas market to com- 
petition, following a pio ne e r i n g 
report by the Monopolies and 
Mergers Commission in 1988. 
The commission set out to 
inject stronger competitive 
juices into the industry. As a 
result British Gas most now 
publish a schedule of fixed 
prices for large industrial cus- 
tomers, thereby restricting its 
ability to use its market power. 
It must also buy no more than 
90 per cent of gas from new UK 
fields, thus guaranteeing gas 
supplies for competitors. 

Quadrant Gas, a joint ven- 
ture between Esso and Shell, 
began a long assault on the 
monopoly this year when it 
became the first to sell gas 
direct to industrial customers 
Turing British Gas’s pipelines. A 
clutch of other companies, 
intending several North Sea 
producers, plan to follow the 
same path. "They are very 
aggressively marketing out 
there,” is the wistful comment 
of Mr Evans, who says these 
competitors will “cherry pick” 
by offering lower prices to a 
handful of customers with 
large loads and undemanding 



service requirements. 

With plentiful gas supplies 
from the UK, and possible Nor- 
wegian imports, British Gas’s 
dominance of this market 
could be seriously eroded over 
the years. 

British Gas responded 
directly to this competitive 
threat last month when Mr 
James Allcock, British Gas's 
director of gas supplies, 
ann ounced revised terms for 
future North Sea gas pur- 
chases. With British Gas facing 
competitive risks in gas distri- 
bution, Mr Allcock offered a 
menu of contract options 
aimed at passing commercial 
risk to the gas producers. Brit- 
ish Gas is trying to avoid pur- 
chase commitments it may find 
hard to honour in the face of 
an uncertain market. 

Of course, the utility will not 
ignore its UK gas supply busi- 


ness, which will supply the 
bulk of its profits throughout 
the 1990s. This helps to explain 
the management reorganisa- 
tion announced today and a 
parallel move unveiled last 
month to compensate custom- 
ers who receive poor service. 
The latter initiative meets one 
concern of Mr McKinnon. 

StHl, the need to diversify is 
obvious and this concerns the 
City because the company is 
untested. Mr Evans baa identi- 
fied two new legs to the British 
Gas tripod. 

One he calls “global gas.” 
British Gas intends to buy into 
gas utilities around the world. 
The deal announced in March 
to acquire Consumers Gas, 
Canada's largest local distribu- 
tor, for CfLlbn (£563m) is the 
best example of this strategy. 

Mr Evans acknowledges that 
Consumers Gas, liVa his own 


I LETTERS 

Some Thatcherite zeal is needed in training youths 


in mu 

rum 
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From Mr Michael Leech. 
t. Sir, Your worthy leader of 
"May 9 (“The training chal- 
lenge”) merits further debate. 

;r One of the main reasons for 
•..the historical failure of British 
rvocational training and educa- 
: .tion has been the perpetuation 
_of the academic and voc ation 
divide. Our very governmental 
Infrastructure reinforces this 
with its separate Departments 
of Education and Employment- 
Such wrong signals continue to 
nurture our anti-industrial cul- 
ture. ^ 

You applaud the concept of 
training credits as a welcome 
. willingness to embrace new 
Ideas, but again we risk imple- 
mentation at half-cock 
because, through our faulty 
academic »nd vocational per- 
spective, we are almost unwit- 
tingly targetting only those 
16-18 yeare-olds who leave 
school. 

You are very bold, yet cor- 
rect, in your assertion that all 
16-18 year-olds should engage 
in some form of part-time 
(vocational) training, not least 
hpqaiya> of the personal growth 
which would ensue, at a pace 
to suit each individual’s learn- 
ing capacity. 

This must mean making 
training credits available to all 
16-18 years-olds, including 
those at school. Not to do so 
will reinfo rce the academic and 

vocational divide, and pejora- 
tively label, possibly for life, 
those young people who make 
a decision to leave school at 16 
and take up the training credit 
option. _ 

If we watte credits available 
to all, we would actually see a 
significant boost to the stay - 
jng-on rate in schools, colleges 


and work {daces with accred- 
ited training, because all three 
types of providers would have 
to be more responsive. 

Michael Leech. 

PrindvaL 
Stevenson College, 

Bankhead Avenue, Sighthill, 
Edinburgh 

From Mr James Eanshaw. 

Sir, I whole-heartedly sup- 
port your editorial "The train- 
ing challenge” (May 9). The 
problem and the challeng e is 
indeed great _ 

I arrived in this country five 
years ago, the product of lead- 
ing German and US company 
education programmes. I 
acquired a medium-sized tech- 
nology-based company and 
have found that the training 
gaps throughout the country 
are enormous; from sales peo- 
ple with no commercial acu- 
men through to skilled crafts- 
men with insufficient technical 
knowledge to purchasing ami 
accounts personnel with no 
ffnanrtol integrity. 

In. our company of TO people, 
ri fffrt rjraii and mecha nical tra de 
apprentices now constitute 10 
per cent of our total workforce 
in addition to which we have 
several office-based trainees on 
higher education day release 
courses. . _ 

The common cry in much oi 
industry is: “we cannot afford 
it” I take the view that we 
cannot afford not to and if om 
small company is able to a Bara. 
the investment in a highly 
competitive environment so 
too can others. The unwilling- 
ness of so many companies to 
do so indicates a lack of tram- 

in fnde®dT*we are constantly 


faced with poaching problems 
from large and s mall compa- 
nies alike, our final year 
apprentices being prime tar- 
gets. 

This is but (me element of 
the total problem. Other 
gmaiier elements also need to 
be eradicated by training such 
as the unwillingness of some 
skilled persons to transfer 
their knowledge to apprentices. 

It is easy to allow the enor- 
mity of the problem to deter 
one from addressing it at aH 

In any event, we should not 
iteimte ourselves that countries 
with better systems do not 
have problems of their own. As 
qua who has often witnessed 
apprentices taking time off to 
lounge around in German fac- 
tories, I find the willingness to 
learn by most of our young 
people very encouraging. 

Our task as today’s leaders 
must be to pay the cost of 
ensuring these young people 
have access to proper know- 
ledge before yet another gener- 
ation of opportunity is wasted. 

Hanshaw. 

Adamson Green Ltd, 

Nest Road, 

Gateshead, 

Tyne & Wear NE10 

Fran Mr Nod Clarke. 

Sir, Your timely leader on 
the training f.haTtong e Is an apt 
indictment, worthy of weekly 
reiteration. 

Alas, your appeal to the Gov- 
ernment to take the lead may 
fell on stony ground. Faced 
with continued de-industrialis- 
ation and shortage of skilled 
manpower, the most notable 
response to date has bear to 
attract foreign i nvestment and 
import foreign technical and 


management skills. 

For this we should be thank- 
ful but it does not address the 
question. But what else could 
be expected from a laissez-faire 
administration which doubt- 
less takes the view that only 
the market can determine its 
requirements for skills. 

Yet this is clearly not 
enough. The apprenticeship 
system in West Germany and 
the grandes ecoles in F rance 
are ample evidence in different 
ways of the essential place of 
committed institutionalised 
vocational training. The sus- 
tained long-term growth of 
those countries relies as much 
an this resource as on capital. 

Managers in Britain mean- 
while have to reckon without it 
and are reduced to deploying 
capital alone in corporate 
acquisitions to achieve at best 
rationalisations and redundan- 
cies, at worst ill- thought out 
speculation. No wonder the 
more responsible, owners of 
capital often prefer to export it 
altogether. 

The training of youth in the 
UK has been largely fudged. 
Without the skills or the disci- 
pline which it provides, many 
youngsters are left to fen d for 
themselves without purpose or 
co mmit ment and that is a dis- 
grace which manifests ifawif all 
too dearly. 

If some Thatcherite zeal 
were applied to training, then 
we could really “bet” on some 
gprnitnft growth and our chil- 
dren might have something 
better to live for. 

Noel Clarke, 

Capital Markets Partners Ltd, 
Norwich Onion BuUding, 

39 St James’s Strok, 

London SW1 


Action reouired to reverse the lot of South Korea’s ‘moon villagers’ 

rvVUUll *1 .. ,, am) Mania mill rArtninlv tint on net iter 

From Mr David Redf earn. 

Sir. The points raised in 
John Bidding’s article 

(“Korea’s villagers sufferwhiie - ahgr p of ^ eartn vast « 

a revelation of how govern- are the ro von m 

mnH»a aam,a fha into rests OI 


erably more than they pnt in. 

It is also hardly possible to 
conceal from a people compara- 
tively recently dtepossesf^i 
“bare of to that 


1% 


meats serve the interests oi 
the rich and powerful, while at 
the ftttmft time creating the 
impression that they have the 
general interest at heart. 

It is evidently not possible 
for the Government of Sontn 
Korea to ignore the fact that 
the working population puts 
more into the system than tt 

, gets out, while the countrrsM 

I business groups who puli 
political strings receive consia- 


something must be tone. 
ForcTSH* surplns land 
js safe enough, for. by 

the time the staff have been 
appointed, the a dmini strative 

JKShinery devised, disjiitej 
settled about the meantag of 
“surplus", and frantic appeals 

gjven due consideration, the 

apparent victims willli£w® 
organised the safe dilation 
of their property among their 


famfiteft and friends. 

A tax an the increase of the 
value of land Tnnkaa a slight 
concession to usefulness, but 
that is alL It is as if haring 
caught the. person who has 

off with the family silver, 

you pronounce yourself satis- 
fied with the return of (me of 
the spoons. 

The “minimal” tax on Idle 
land is another that is calcu- 
lated not to hurt Even if the 
holder cann ot get away with 
the equivalent of erecting a 
pigsty on a vacant plot in Pic- 
cadilly, the penalty will not be 
too 'severe. 

These is one measure that 
the South Korean Government 


will certainly not consider, 
namely levying a tax on the 
value of every square yard of 
land in the country. 

ff the tax were high enough, 
it would take all the profit out 
of speculation, bring more land 
on to the market and, by 
increasing the supply, reduce 
file price. 

The moon villagers might in 
the end even be able to come 
down from the MBs, and enjoy 
something approaching their 
fair share of the gross domestic 
product 
D.S. Redf earn, 

IS Fennell's Close, 

Eastbourne, 

East Sussex BN21 


company, operates in a rela- 
tively mature market. But he 
defends the proposed purchase 
on two grounds. Consumers 
Gas has a more than adequate 
15 per cent return on invest- 
ment, he says; and an alliance 
with British Gas would 
enhance the performance of 
the Canadian company. “We 
can bring added value in many 
things - for instance, our abil- 
ity to connect customers who 
lie beyond the normal distance 
from the mains which most 
other gas companies would 
handle,” says Mr Evans. The 
company could serve as a logis- 
tical springboard for marketing 
British Gas technology in 
North America, 

Worldwide exploration and 
production of oil and gas is the 
second leg to the diversifica- 
tion strategy. It has already 
assembled a large UK asset 
portfolio with the purchase of 
Acre Oil and part of Texas 
Eastern. It acquired a "starter- 
pack” international spread of 
acreage from Tenneco of the 
US. Mr Evans makes no secret 
of his ambitious plans: “Given 
another 10 years, exploration 
and production will be as big 
as British Gas is today and we 
will be looking at probably as 
much profit” 

This may be an exciting 
prospect but it is risky. Mr 
Evans shrugs off doubts about 
British Gas's expertise In oil 
and gas exploration, pointing 
to the company's successful 
record in the North Sea. But 
the City has a different view. 

It is one thing to manage a 
successful operation in your 
backyard - quite another to 
set off with a fistful of dollars 
to duplicate this around the 
globe. The experienced interna- 
tional oil companies repeatedly 
rediscover the difficulties of 
achieving a sensible balance 
between placing suffocating 
controls over oil explorers and 
letting the purse strings loosen 
too much. It is easy for a new- 
comer to get it badly wrong - 
especially if that newcomer is 
a low-risk public utility. 

Moreover, doubts persist 
over the calibre of top manage- 
ment at British Gas. Mr Evans 
and some senior colleagues 
seem almost painfully lacking 
in charisma, in marked con- 
trast to Mr Evans's larger- 
than-life predecessor, Sir 
Denis. 

But this assessment may be 
unfair . In his short tenure of 
office, Mr Evans has shown 
sound instincts, particularly in 
his drive to sharpen the com- 
pany's service performance 
and to ease its strained rela- 
tions with the regulator. A util- 
ity may need a cautious, even 
dull person at its helm. 
Whether the same can be said 
of a global exploration com- 
pany Is another matter. 


Lombard 


How not to join the EMS 


I t is one dong to join an 
exchange rate mechanism 
with certain quite wide 
margins within which the cur- 
rency can fluctuate, as has been 
necessary . . . Jt would be 
much more unwise to go to 
locked exchange rates. Some of 
us remember the times of fixed 
exchange rates under the Bret- 
tan Woods system when we 
used to hear In the House 
details of public expenditure 
cuts, of how we had to let go a 
gmxt deal of our reserves, and 
of high interest rates - all at 
once. Those problems arose 
from the fixed Bretton Woods 
exchange rate system. It was 
broken, and we should be wary 
of returning to such a rigid sys- 
tem, 

Mrs Margaret Thatcher, 
answering questions on the 
Dublin Summit, House of Com- 
mons, May L 

THERE is an old Chinese 
curse: "May your wishes be ful- 
filled.” A variant suitable for 
commentators is: "May your 
suggestions be followed." For 
there is always a high risk that 
a suggestion will be misunder- 
stood »uri Implemented in the 
wrong way, and the authors 
blamed for the ensuing disas- 
ter. 

A case In point is the sugges- 
tion that Britain should join 
the Exchange Rate Mechanism 
of the European Monetary Sys- 
tem, but do so initially with 
margins around the central 
parity wider than the standard 
2 14 per cent This was a pro- 
posal I ventilated as early as 
the beginning of 1979 when Mr 
James Callaghan was still the 
Prime Minister. It was inspired 
by Italy’s example in negotia- 
ting a 6 per cent margin, giving 
it a total band of up to 12 per 
cent, which lasted until this 
January. Spain Joined the ERM 
on this bads last year, but will 
have a much shorter transi- 
tion. 

The reason why some of us 
have advocated early entry for 
the UK at an initially wider 
mar gin is to allay the fear of 
the Treasury and Bank of 
En gland that they might other- 
wise be forced to lower interest 
rates while domestic inflation- 
ary pressures are still strong. 

The official inclination Is to 
wait until the domestic con- 
juncture permits a sizeable 
reduction in British interest 
rates relative to European 
C ommuni ty partners. But, as 


By Samuel Brittan 

the Conservative Positive 
Europe Group argues, such a 
conjuncture cannot be retied 
upon.” 

(The Bank of England's anxi- 
eties on the Inflation front sug- 
gest that it may not arise for a 
long time - certainly not in 
time to strengthen Britain's 
influence at the Intergovern- 
mental Conference on Mone- 
tary Union due to begin this 
December.) 

For this reason the Group 
has advocated early entry "at 
the bottom of a wide band.” If 
funds were attracted to Lon- 
don, sterling would appreciate 
towards the top of the band, 
thus giving business a salutary 
counterinflationary shock and 
doing something to allay the 
anxiety expressed by the Bank 
of England in its new bulletin 
that sterling is now too low. 


A Brussels 
Commissioner asked 
recently: ‘’What 
makes the British 
think they will be 
doing the EMS such 
a favour by agreeing 
to join it?’ 

The wider band compromise 
will only help to break the 
inflationary psychology that 
lies behind cost inflation on 
certain strict assumptions. It 
must be very clear that the 
margins are strictly temporary 
and that narrowing will begin 
in months rather than years. 
Moreover, entry must be asso- 
ciated with a weakening rather 
than a strengthening of ster- 
ling. Otherwise, so far from 
providing a shock to inflation- 
ary expectations, it will just 
give the impression that ster- 
ling will be allowed to crawl 
down indefinitely to bail out 
inflationary cost increases. 

Unfortunately, some recent 
remarks of the Prime Minister 
suggest that she sees an indefi- 
nite period of wide margins as 
a not very disguised way of 
continuing to operate a de facto 
floating or sinking exchange 
rate. This fits in all too well 
with the desire of some 
so-called supporters of the EMS 
among Conservative politicians 
to use it in precisely the way 
the Treasury fears - as a 


device to reduce British inter- 
est rates. 

This would confirm the fears 
expressed in an Economist 
article of April 28. the irony of 
which may not have been 
appreciated. This envisaged a 
future under which entry into 
the ERM at too low a rate 
would be used to support a 
pre-election boom and the dis- 
torting effects of mortgage 
interest rates on the Retail 
Prices Index would be 
exploited to engineer a sensa- 
tional cosmetic drop in head- 
line inflation in the run-up to 
the next election, leaving the 
unfortunate post-election 
Chancellor to discover that 
underlying inflation bad got 
steadily worse all the time. 

At least as bad would be the 
Community charge of bad 
faith. The EC is committed not 
to widening margins, but to 
reducing exchange rate 
ebanges, and eventually ach- 
ieving just that locking-ln of 
parities to which the Prime 
Minister so much objects. 
Locking-in is indeed the impli- 
cation of the Treasury’s own 
paper on an Evolutionary 
Approach to Monetary Union. 
Some 11 out of the 12 Commu- 
nity members want to move 
furtber towards a common 
Central Bank (Eurofed) and 
eventually a single currency. 

Any attempt to reverse direc- 
tions would be a resounding 
Cop. But such talk makes me 
understand why a Brussels 
Commissioner from a country 
normally favourable to the UK 
began a recent conversation by 
asking: “What makes the Brit- 
ish think they will be doing the 
EMS such a favour by agreeing 
to join it?" 

The prevailing view Is that 
any British application to join 
the ERM would have to be 
accepted, whatever the mar- 
gins. for political reasons. In a 
similar spirit it is accepted that 
Italy (but not Britain) will be a 
founder member of the more 
ambitious EMU, even though 
some central bankers and 
economists would prefer to 
wait for signs of success in 
reducing that country's horren- 
dous Budget deficit. But if too 
many funny tricks are tried 
the acceptability of British 
membership could come into 
question. 

* The Time is Ripe, Brendan 
Donnelly, 61 Leopold Rd, Lon- 
domN2$BG. 


W HEN you first handle a Patek Philippe, you 

become aware that this watch has the presence 
of an object of rare perfection 
We know the feeling welL We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
you - to be part of your 
life - simply because this 
is the way we’ve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it’s for a lifetime. 



PATEK PHILIPPE 

GENEVE 


Exclusive Patek Philippe showroom. 15 New Bond Street. London 
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A village debates Romania’s fate 


By Judy Dempsey and Owen Bennetts! ones in Bucharest 

REPEATED allegations of 
intimidation and violence in 
Romania's election campaign 
seemed yesterday to be making 
little impression on the inhab- 
itants of the Romanian 
village of December SO. 

With less than a week to go 
before elections for the first 
free parliament in more than 
40 years, they turned out in 
their hundreds in warm, 
muggy weather to hear Mr 
Petre Roman, the Ro manian 
interim Prime Minister, spell 
out the message of the ruling 
Front for National Salvation. 

While many of the women 
cgme to ftateh a glimpse of the 
man considered to be the most ^ 
handsome of all candidates, 
the men had come for different 
reasons. 

“He should give us back the 
village's old name which was 
changed in 1947 to celebrate 
the birth of the Romanian A Liberal Party supporter dt 
republic,” said Mr Ion lor- mro visional President Ton II 
dache, a 51-year worker in the 

local council. poorly designed grey concrete 

The village used to be called blocks of flats, Mr Roman drew 

Ferdinand in tumour of a for- applause from the crowds with 
mer king of Romania. ■ a pledge that local government 

“That’s the name 1 want ‘ would regain its autonomy if 
back now,” said Mr Iordache. the Front won power. The flats 
Many of the men work at the were built on what were once 
local agricultural cooperative old village settlements torn 
- 60 years ago a farm owned down in the Ceausescu 
by the Romanian king - regime’s "system ilisallon" pro- 
which under the Ceausescu gramme aimed at modernising 
regime was ordered to grow village life, 
food specifically for the Com- On the village’s name, Mr 
munlst Party’s top echelons. Roman told his audience: “I 
The villagers saw none of don’t care what they call it Let 
the farm produce. the people decide.” 

Today, five months since the ' Recent opinion polls may not 
revolution which overthrew be reliable but they consis- 
the regime, the farm is tently give the Front 60 per 
nnguarded and the food goes cent of the votes, 
directly to the region. The opposition parties, 

“The Front gives us back the including the National Peas- 
rjght to decide about our pro- ants Party and the National 
duce," said Mr Iordache. Liberal Party, two of the coun- 

Speaking in a half-foil foot- try’s traditional parties, are 
ball stadium surrounded by not surprised by the polls. 
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A Liberal Party supporter defaces a National Salvation Front campaign poster depicting 
provisional President Ion lliescn after a party rally in central Bucharest 


“The Front try to stop me 
from campaigning." said Mr 
Ion Ratiu, thft presidential can- 
didate for the Peasants. He 
returned to Romania last Janu- 
ary after spending over 40 
years in exile in Britain. 

“They (the Front) tried to 
disrupt my campaign in Ora- 
dea (a town on the Hungarian- 
Romanian border) last Friday,” 
he said, allegations which are 
repeated by National Peasants 
Party members but denied by 
the Front- 

Yesterday, thousands of his 
supporters turned out In Buc- 
harest, waving Jos Commums- 
mus - down with the Commu- 
nists - banners. Much the 
same slogans were heard a day 
before at the National Liberal 
Party rally addressed by Mr 
Radu Campeanu, its ImiIw and 
presidential candidate. 

Uncovering the truth or oth- 


erwise of Mr Ratio’s allega- 
tions is almost impossible in a 
country noted for its rumour, 
lies, deception and random vio- 
lence. 

But there has been a cata- 
logue of violence, inducting the 
harassment of Mr Ratiu’s wife 
and an attack on Mr Cam- 
peanu during an election rally 
in the Moldavian town of 
Bralla. 

Mr Ion HJaS CU, the interim 
President who is r unning as 
the Front’s presidential candi- 
date, denies that the Front was 
the source of these spasmodic 
outbursts of violenoe. 

He quoted Mr Mited Chita c, 
the Minister of the Interior, 
who said: “If I compare the sit- 
uation in other countries, it is 
a rather gentle atmosphere 
here.” 


EC behind schedule on standards for 1992 


By Lucy Kellaway in Brussels 

THE EUROPEAN C ommunit y : 
is falling badly behind in its i 
drive to create the European 1 
standards essential to its 
planned single market. The : 
Brussels Commission fears { 
only a small proportion of the ( 
roughly 3,000 standards needed t 
will be ready by the end of 
1992. 1 

In a green paper to be pub- s 
Hshwi this summer, the com- i 
mission will recommend t 
important changes in the way ] 
European standards are set, t 
proposals which are likely to i 
be unpopular with member s 


states as well as with the pow- 
erful national standards bod- 
ies. 

"Our paper asks whether the 
system is adequate to meet the 
great demands on it, and our 
conclusion is that it is not,* 
said one official. 

Standards form a central 
part of the Commission’s 
so-called new approach to 
removing technical barriers, 
which has greatly speeded the 
passage of single market mea- 
sures. Directives have been 
simplified by confining their 
scope to compulsory uiinimuTn 


safety levels. 

Most of the technical work 
has been passed to p r i v a te sec- 
tor standard bodies, which are 
charged with drawing up 
recognised standards which 
meet the requirements laid out 
in the directives. 

The commission is urging 
EG go v e r nments and industry 
to give much higher priority to 
European standards. 

It wants to make standard 
wiling a more European pro- 
cess, replacing the present sys- 
tem in which the work is done 
by committees of national stan- 


dards bodies. Some member 
states have opposed any major 
chang e at least nmfi 1992, as 
they fear it would slow the pro- 
cess down still further. 

One option being wymrifarwi 
in Brussels would allow indus- 
tries to by-pass the national 
bodies and produce their own 
standards, which would then 
be turned into European stan- 
dards. These could be sold 
directly to industrial custom- 
ers, rather than being trans- 
lated into national standards. 
Hfl m m w -ing out tile standards. 
Page 4 


US seeks $50bn deficit cut in budget talks 


By Peter Riddell, US Editor, in Washington 


THE Bush Administration has , 
set an initial target of a 
roughly $50bn (£29.9bn) reduc- 
tion in the federal deficit in 
budget negotiations with con- 
gressional leaders, due to start 
tomorrow in a mood of mntu a l 
suspicion. 

Fearing a political trap. 
Democratic leaders are insist- 
ing that President George Bush 
declares his hand first by put- 
ting forward potentially unpo- 
pular proposals to cut the defi- 
cit. Meanwhile, conservative 
Republicans are worried that 
Mr Bush may be about to aban- 
don his “no new taxes” cam- 
paign pledge. 

The Gramm-Rudman deficit 
reduction law mandates a cut 
in the deficit to $64bn In fiscal 


1991, starting this October. Mr 
Richard Daman, the budget 
director, said yesterday that 
the late January estimate of 
$3&5bn of spending cuts and 
higher revenue needed in order 
to meet the target had now 
risen to about J50bn and could 
pass $100bn if the full impact 
of the savings and loan rescue 
was taken Into account 

However, he suggested that 
a bipartisan agreement should 
aim at reducing the deficit by 
$45bn-$55bn in the first 1991. 
year and should tighten the 
disciplines of the budgetary 
process. He said it would not 
be sensible to contract the defi- 
cit by as much as $100bn in the 
first year. 

There looks likely to be an 


initial period of manoeuvring 
in the talks as both side 6eek 
to shift responsibility. 

Since the agreement to hold 
budget talks with no precondi- 
tions was announced a week 
ago. Democratic suspicions 
have been increased by the 
comment of Mr John Sununu, 
the White House chief of staff,, 
that, while it was the Demo- 
crats' pr er ogative to put a tax 
increase on the table, “it’s our 
prerogative to say no.” Mr 
Bush was forced to reiterate 
that there were no conditions. 

Mr Sununu was seeking to 
reassure conservative Republi- 
cans who fear a tax increase 
would damage their party in 
this November's elections. 

Democratic leaders, who are 


divided about how to approach 
the meeting, are being advised 
to be extremely cautious. Sena- 
tor Jim Sasser, the Democratic 
chairman of the Senate Budget 
Committee, said his party 
would not be putting tax 
Increases on the table, but 
would be looking to Mr Bush 
to propose revenue increases 
that were fair and equitable 
and to sell his plan to the 
American people. 

Both sides agree that defence 
Spending will be less than pro- 
posed in the Bush budget in 
late January. Service c h iefs 
have prepared plans for fulfill- 
ing a 2 per cent annnal cut in 
the Pentagon budget in real 
terms, now likely to be larger. 
Brady interview. Page 44 


UK troop cuts to form part of Nato talks 


Continued from Page 1 
on US and Soviet short-range 
nuclear weapons deployed hi 
Europe, which have also been 
brought forward. 

Prospects for forther negoti- 
ations. however, depend on a 
revival of progress in the CFE 
talks, which resume in Vienna 
tomorrow. Western officials 
are worried that time may be 
running out for a treaty to be 
concluded, as hoped for. before 
the end of the year. 

The case for pressing ahead 
quickly with further negotia- 


tions is based on expectations 
that it will become increas- 
ingly difficult to secure agree- 
ments with a disintegrating 
Warsaw Pact, and on concern 
about President Mikhail Gorba- 
chev's domestic problems. 

Nato is anxious to secure a 
treaty curbing military equip- 
ment before extending the 
scope of the talks on troop lev- 
els beyond current proposals 
for US and Soviet foreign-sta- 
tioned forces. These proposals 
involve reducing both coun- 
tries’ ground and air forces in 


the central regionto 195,000, 
with the US maintaining a fur- 
ther 30,000 in other parts of 
Nato. 

Early follow-on talks would 
enable the US Administration 
to respond to growing congres- 
sional pressure to cut its forces 
to a level below this. 

Some Western military ana- 
lysts believe that Nato plans 
for force levels could corre- 
spond remarkably closely with 
a Soviet proposal made earlier 
this year for a ceiling on each 
alliance's forces in the central 


region of between 700,000 and 

750.000. 

under the Soviet definition 
this region comprises both Ger- 
manys, the Benelux countries, 
Denmark, Poland, Czechoslo- 
vakia and Hungary. 

The analysts say Nato would 
come within a 700,000-750,000 
figure for ground and air forces 
if the US were to halve its 
forces in the region to 100,000- 

125.000, and the other countries 
with forces stationed in West 
Germany reduced their’s by 
about 40 per cent 
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continued from Page 1 
crease their score to 44.0 from 
42.1 in the last state poll in 
1986, according to computer 
projections last night The 
Christian Democrats slipped to 
41.6 per cent from 443. 

A Social Democrat coalition 
with the Greens in Lower Sax- 
ony appears the most likely 
outcome. Mr Schoder said he 
would be holding coalition 
talks with the Free Democrats 
and the Greens, both repre- 
sented in the new state parlia- 
ment. 

In North Khlne-Westphalia, 
where the Social Democrats 
have held power for 24 years, 
Mr Johannes Ran, the Prime 
Minister, maintained an abso- 


lute majority with 50.6 per 
cent of the votes. This repre- 
sented a slight fall compared 
with its 52.1 per cent in the 
last state poll In 1985. 

Mr Ran said last night the 
Social Democrats wonld be 
making their influence felt in 
negotiations over a united 
Germany. They now have a 
majority of 27 to 18 in the 
Bundesrat (Including the four 
votes for West Berlin which 
does not have fall voting pow- 
ers^ 

The first test will come 
when Mr Kohl meets Land 
(state) Prime Ministers on 
Wednesday for talks about the 
sharing out of the funding 
burdens. 


Scandinavia 
builds a 
bridge to 
prosperity 

By Robert Taylor 


SWEDEN’S Social Democrat 
members of parliament are . 
expec te d tomorrow to back a 
proposal for a 17.6km long 
road and rail bridge across tiie 
Oresund, the busy waters flint 
lie between Maim«i fa Sweden 

and K as imp te T tenmarlr 

The bridge is a cxtudal con- 
nection in a. transport system 
which by the end of the decade 
wfll link Sweden, Norway and 
Den mark to the rest of west- 
ern Europe. 

The expected decision to go 
ahead with the link follows 
the Social Democrat Party 
executive’s recent endorse- 
ment of the project 

The argument has occupied 
Sweden and Denmark' since 
1872, when it was proposed to 
construct a rail tunnel 
between the Swedish port of 
Helsingborg- and Elsinore in 

Denmark. “Yon iwnH bnlld a 
bridge just with the amount of 
paper the project has gener- 
ated,** one seasoned nlsitm 
mt um xmte d. 

Now, more than ibo years 
after a road and roll bridge 
was first suggested, the saga 
appears to be approaching its 
last chapter. 

The bridge will form part of 
a much wider programme of 
construction already begun 
with the building of an 18km 
long - road-rail bridge and tun- 
nel across the Great Belt 
between the Danish island of 
Zwitond onfl the Jutland pen- 
insula, expected to be Awmi^ 
by 1997. It is also hoped to 
build a bridge or tunnel across 
the 24km separating the 
southern fairi«h inland of Lol- 
land from Schleswig Holstein 
in Germany. 

No other current topic scans 
to arouse as much passion in 
the area as the link over the 
Oresund. It has come to sym- 
bolise the psychological gap 
that exists betwee n the Nordi c 
region htm! Minimal tail Kni-npp. 
The b uilding of t he bridge 
would demonstrate more elo- 
quently than anything else 
that all the countries of Scan- 
dinavia - not Just Den- 
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mark - recognise their future 
Iks with Europe. 

On both sides of the Oresund 
this is powerful hocking for 
the bridge idea from employ- 
ers and unions who believe its 
construction will transform 
the region's economy. 

Up unti l rec e ntly the chief 
procrastinators over tiie Ore- 
sund tended to come from Den- 
mark, but now the Danes are 
much more enthusiastic about 
the idea, particularly when it 
is linked to the other construc- 
tion projects designed to pro- 
vide their country with a road 
and rail network tiring it up 
firmly with Germany. 

In fact, over the past few 
years it has been Sweden who 
has held up progress over the 
Oresund project. 

At their 1987 party confer- 
ence the ruling Snrial Demo- 
crats rejected a government 
backed bridge, under pressure 
from the burgeoning Green 
movement 

The cost of a projected rail- 
road bridge over the Oresund 
has been estimated at SKrlltm 
at 1988 prices, according to a 
joint Swedish-Danish study. 
But that figure seems likely to 
rise. Mr CavaHi-^orkman, for- 
mer chief executive of Scandi- 
naviska Rtmlrilite Bawkwi, an 
active bridge lobbyist through 
the organisation Scan-Link, 
said last week the cost could 
now be as high as SKr20hn. 
Five years ago the connection 
was costed at SKr&£bn when 
envisaged by the European 
Business Roundtable organisa- 
tion as part of its plan for a 
Scandinavian Link running 
down the Swedish west coast 
from the Norwegian border to 
Bfalmo. 

There have been many false 
dawns over the past 20 years 
on the Oresund project but the 
pressure looks irresistible now 
for the critics of the link face a 
formidable alliance of capital 
and labour in Sweden and 
Denmark, who recognise that 
the fntnre economic prosperity 
of their countries lies in bind- 
ing together the communica- 
tion network between the Nor- 
dic region and the European 
continent. 





for tiie time being, and indus- 
trial unrest in West Germany 
no longer seems such aninfla- 
tLonary threat. As a result, 
there is less likelihood that the 
world's two biggest creditor 
nations will have to raise their 
interest rates hmnhieiitly. The . 
US Treasury's quarterly 
refunding was better than any- 
one dared expect, and long 
bond yields are now closer to 
8K per cent than the 9 per oent 
pins of a fortnight ago. In tiie 
UK, the turnaround has been 
even more dramatic, with long 
gflt yields dropping by 75 
points over the same period. 

While the recovery in the 

bond markets is welcome, a 
couple of points need to be - 
made. In the first quarter of 
this year, virtually all the lead- 
ing equity markets, with tiie 
exception of Japan, largely 
ignored the terrible perfor- 
mance of ' their domestic band 
markets, with tbe result that 
equities have been getting rela- 
tively more expensive. Mean- 
while, the Standard & Poor’s 
indnririils i"fl» is wiHng an 
15.2 time* wming K compared 
with 17. 8 flwiM a year ago, the 
Dow is 15 per cent higher, and 
even after last week's surpris- 
ingly good US producer price 
figures, the. Inflation outlook 
has worsened over the last 
year. Throw in concerns about 
the health of the dollar and the 
US economy, and it is difficult 
to see Wall Street dragping the 
rest of tiie world's equity mar- 
kets modi hi gher. . . 

Hanson 

It is not the best of times for 
Hanann in farms of public rela- 
tions. Last week’s 1^200 job 
cuts at Imperial Tobacco could 
be construed as a sign of pres- 
sure: Smith Corona, Hanson's 
disastrous foray into d emerg er, 
stands at a third of its flotation, 
price; and now it finds itself in 
a bidding battle for the minor- 
ity of Peabody, the US coal 


for - companies fik» Hanson is 
their ability to weather any 
kind of trading conditions, as 
was triumphantly demon- 
strated in 1980-81. Ab the mar- 
ket prepares for tomorrow’s 
interim figures, does the for- 
mula still apply? 

For Hanson s up p orter s, the 
question is the wrong way 
round. The manning cuts at 
Imperial are a further stage in 
a managed and highly profit- 
able decline: from £125m or so 
four years ago, tobacco profits 
could be £200m this year. 
Smith Corona could be genu- 
inely damag in g In terms of US 
investor relations, but at least 
Hanson now owns only 48 per 
cent of it And although profits 
from hrirfm will be down this 
year by anything between a 
quarter and a third, briiks and 
Smith Corona together contrib- 
ute little more than 5 per cent 
of group trading profit - 

The question, therefore, is 
not whether Hanson- Is still 

rto f ww l w i — t «mmfng a . gfQWfll . 

this year should be 22 per cent 
or so — but how long the mar- 
ket will continue to value its 
defensive qualities. 

Indexed funds 

As Globe will no doubt 
remind tbe. world in its forth- 
coming defence document, 
foaming is not the automatic 
route to heaven for fund man- 
agers. Active managers may 
find it hard to outperform indi- 
ces, in bull markets but they 
have consistently argued that - 
when markets turn bearish 
their true dnik come into .play. . 
In that case, this year should 
be a good test. 

ft is. too early for detailed 
analysis of pension fund per-, 
formance tills year. But ft is 
possible to compare the perfor- 
mance of investment trusts 
and those unit trusts which 
have been indexed. Such a 
comparison could be distorted 
by the effect of gearing which 


son would allow for the sp read; . 
dealing costs and stamp duty 
on investment trusts which; 
would probably push their pjt- = 
formance below that of p. 
indexed funds. _ ■ . .. •. 

In Japan, at least, the figures 
look rather better for the activ- 
ists. The four general Japanese 
investment trusts have 
recorded an 18.9 per cent- 
ftwNnp so far, slightly better. .. ... 

than either the Nikkei which 
has fallen by 20 per cent. .Zn . 
-contrast, the one investment ' jy 
end . two unit trust indexed 'y'.’.' 
fluids have fallen by 34 per - 
cent ‘ 

Concentration on the perfor- 
mance of investment trust 
shares might, of course, 
obscure a better asset pedto- 
mance. But the discount to , 
assets has scarcely moved tins v 
year. So the figures in this bear *fl 
market are scarcely.a vindica- 
tion of the active manager. 

Swiss Banks 

. :CS Holdings has clinched its 
bid for Bank Leu, but it Is too . 
early to see this as tbe start of . ' - 
a wave of long over-due consol- 
idation in the industry. In real- 
ity, thfa brief flare-up of take-. . 
over activity in notoriously 
. over-banked Switzerland has 
only served to illustrate the 
slow pace q£ industry rational- 
isation there. . 

Of course, Swiss VoUcsbank 
could be the next medium-sized 
institution to be bid for by 
a nother of the Big Three Swiss 
banks. It is undeniable; too, 
that with Swiss banking sector 
share prices down on average 
about 13- per cent since Janu- 
ary l, after a ghastly perfor- „ 
usance last year,- wane of the f9 
share valuations look unde- 
manding historically. But the 
extent to which Switzerland’s 
banking infrastnzeture exceeds 
its needs is mind-boggling - 
(there are 300 banks jn Zurich 
alone), and ' could take . many, 
years to dim down. ,t 



>\ x On the 21st May 1990 
Weatherall Green & Smith 
will open their Bristol office at 
62 Queen Square, Bristol BSl 4JZ 
Telephone: 02 72 255918 

For further information contact 
Hugh Savage BSc AKlCs or Robert Orrett t»S- A Rios 
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Trading in dollars 
and in sense 

The 10 largest bank creditors of 
British & Commonwealth meet 
at the London headquarters of 
Barclays Bank today to discuss 
their reponse to SG Warburg's 
restructuring plan for the trou- 
bled financial services group. 
But despite the group's difficul- 
ties, there are parts of B&C 
worth salvaging and selling off, 
including Hs highly successful 
money-broking operation, Exco. David Las- 
celles examines what would be the latest 
■upheaval in the bflllon-dollar business of mon- 
ey-broking. Page 20 

^Inside track on Insider dealing 

France's stock market supervisors have pro- 
duced a batch of new regulatory texts to form 
the basis of French practice on financial infor- 
mation, insider dealing and market manipula- 
tion. The texts, yet to be approved by Mr Pierre 
86r6govoy, the finance minister (left), would 
clearly define Inside information, covering both 
the directors and employees of a company and 
any of their advisers. George Graham reports. 
Page 23 

Planning for a comeback 

Corporate strategic 
planning went out of 
fashion in the early 
1980s. Evidence 
showed that compa- 
nies without central 
planners provided 
higher returns to 
shareholders than 
those which still . 
employed them. Yet 
the anti-plan nlng 
fashion may have 
gone too tar. Many 
companies are die- ' 
covering this as they 
search for guidance through the uncharted 
waters of fast-moving International competi- 
tion, says Christopher Lorenz. Bade Page 

Gilt edge to rising inflation 

How does one explain a market that greets an 
eight-year inflation high with Joy and which is 
simultaneously looking forward to a rise in 
unemployment? Andrew Marshall looks at. the 
confusion behind forecasts for UK Inflation and 
the surprising rise In gilts markets, which were 
relieved to see things were not as bad as had 
been feared. Page 22 
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Telecom market gets crossed line 

Potential is high, but shares are low at McCaw, reports Roderick Oram 


“IT LOOKS like a pathetic joke - 
a sick, pathetic joke,” says Mr 
Frederick Moran, a Connecticut 
asset manager, of McCaw Cellu- 
lar Communication's stock price 
which has slumped 44 per cent 
since last June. 

.. He is not unhappy - he 
bought early and low to build a 
stake of some 5 per cent in the 
largest provider of cellular tele- 
phone services in the US. But he 
Is angry. “Wall Street profession- 
als must be asleep” not to realise 
the stock Is worth by his calcula- 
tions at least two-and-a-half times 
as much. 

British Telecommunications 
must wish it was so lucky. It 
forked over $L48bn to acquire a 
20 per cent stake in McCaw, buy- 
ing all but $110m worth of stock 
just days before the price peaked 
last June. It had agreed on the 
price in January when the shares 
were trading in the high $20s, 
near where they are today. The 
value of the holding has since 
slumped by 38 per cent, present- 
ing BT with a paper loss of 
S560m- 

Even the most bullish of cellu- 
lar investors like Mr Moran 
readily admit it will be three to 
five years before McCaw turns a 
profit and begins to justify their 
money in it 

The wait could be nerve wrack- 
ing. The prospects for McCaw 
and all cellular companies up to 
the mid-1990s are clouded by a 
whole host of Issues. New com- 
petitors are eagerly pushing 
cheaper forms of mobile tele- 
phony, state and federal regula- 


tors are growing impatient with 
the lack of competition between 
the existing two licensees in each 
market and new customers are 
not buying as much air tirqe as 
the old ones. 

S uddenly last summer, inves- 
tors - or speculators, as Mr 
Moran derisively calls them 
- pan ic ked about these Doctors, 
stopping the feverish rise of cel- 
lular stock dead in its tracks. 
Price s pl ummeted with McCaw’s 
drop typical of the industry's as a 
whole. 

Analysts believe the stocks are 
dose to bottoming out now that 
speculative excesses have been 
wrung out of the prices and a 
more realistic view of cellular’s 
fortunes is forming. Still, “the 
uncertainty is not going to go 
away.” says Mr Lap Lee of Gor- 
don Capital. 

The biggest concern hangs 
over McCaw by virtue of it taking 
the biggest gamble. 

Led by Mr Craig McCaw, its 
40-year-old founder, it has bor- 
rowed *3.6bn to buy up the big- 
gest share of cellular territory. It 
capped its acquisition streak fay 
paying $3.4bn earlier this year to 
boost its stake in Lin Broadcast- 
ing, holder of valuable licences in 
New York and other big cities, 
from 9.8 per cent to 52 per cent. 

Now McCaw has the territory 
it says it needs to build a "seam- 
less” national naHainr network, it 
must sign up subscribers fast to 
make sense of the money it has 
invested. 

So for it has 853,000 of them, up 


64 per cent in a year thanks in 
part to the Lin acquisition. But it 
is still serving only 1.45 per cent 
of the 59m people in its territo- 
ries. 

With a large chunk of its capi- 
tal costs behind it, each new sub- 
scriber brings a healthy increase 
in operating cash flow. In the 
first quarter of this year, 
McCaw’s operating cash flow of 
$43&n equalled about 31 per emit 
of service revenues, up from 28 
per cent last year. Cell ular ser- 
vice revenues rose to S14L7m in 
the quarter from S84.6m a year 
earlier. 

There's a lot more growth in 
cash flow to come,” says Mr Ken 
Leon, an analyst with Bear 
Steams. 

One of McCaw*s big challenges 
is to bring Lin's properties up to 
the same standard as its own. Lin 
had a reputation for skimping on 
investment In its choice territo- 
ries such as New York and Los 
Angeles. The strategy allowed it 
to turn a profit well ahe ad of 
other cellular companies but it 
turned off customers. 

McCaw will not talk about 
what it is up to at Lin. Others in 
the industry say it is spending a 
lot of time and money to Improve 
the quality of Lin's cellular cov- 
erage and has sharply increased 
marketing expenditures. It has 
also boosted the morale of Lin 
employees. But a marked 
Improvement in Lin’s service is 
at least six months away, some 
people estimate. 

McCaw, along with the whole 
Industry, must also stem the slow 


decline In usage. The average bill 
per Lin customer, for example, 
was 9107 per month in the first 
quarter, down 3J3 per cant from a 
year earlier. S o me other cellular 
companies are reporting declines 
of between 5 and 10 per cent over 
the past year. 

As for competition from 
cheaper forms of mobile tele- 
phony, such as personal commu- 
nications networks (PCN), the 
existing cellular companies 
believe they have at least five 
years before the threat becomes 
reaL But they say by then their 
own service will be cheaper and 
more versatile, offering, for 
example, their own form of PCN. 
By and large. Wall Street shares 
this optimistic view. 

Even if McCaw sustains high 
rates of growth over these uncer- 
tain next few years, as analysts 
expect it will, its finances will be 
stretched. In the prospectus for 
its Lin offer, McCaw said it faced 
several more years of steep losses 
before all costs, most particularly 
interest, would be covered. 

M cCaw is unlikely to run 
out of money in a 
hurry. It has a £3 bn line 
of credit to tap and it could also 
shed more assets as it did to help 
finance the Lin purchase. In that 
case, McCaw sold Sl^bn of cellu- 
lar properties In the southeast- 
ern US to ConteL a smaller inde- 
pendent operator. 

One likely candidate, some 
analysts feel, is Lin's 49.9 per 
cent stake in the Philadelphia 
licence, worth perhaps about 



5800m. But selling that would 
take a big bite out of McCaw/ 
Lin’s east coast coverage and 
jeopardise its national ambitions. 

“McCaw’s finances are not as 
sound as one might wish but 1 
don't think that's relevant,” says 
Mr Herschel Shosteck, a cellular 
industry consultant. “McCaw has 
a strong bargaining position with 
its creditors” given the large 
sums it owes and its leading posi- 
tion in the cellular market. 

“I suspect the bankers are 
going to have to gulp and come 
to terms with McCaw by cither 
conceding more favourable terms 
or taking some equity in it.” he 
adds. 

Though McCaw is still years 
away from realising the high 
potential many people see for it, 
its senior management have 


rewarded themselves handsomely 
for their work to date. Mr McCaw 
was the highest paid US chief 
executive last year, earning 
SS39m, mainly from cashing in 
stock options. Two colleagues fol- 
lowed suit making the bill for the 
three men S92.7m. The- company 
lost S2S8 .5m on revenues of S5frtin 
last year. 

Sirailariy, senior Lin execu- 
tives had a very sweet deal when 
McCaw took over. Many of them 
are quitting the company, having 
cashed in stock options approach- 
ing S300m, $200 m of which went 
to Mr Donald Pels, Lin's deport- 
ing chairman. 

For those investors such as BT 
and Mr Moran who have bet 
heavily on McCaw's future, the 
only immediate reward is more 
years of nail biting. 


Playing chicken with the U S budget deficit 

By Anthony Harris in Washington 
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T his column is about chick- 
ens. Tangentially, it is 
about the game of chicken 
which will start in Washington 
tomorrow at the Bush budget 
summit, as each side tries to 
manoeuvre the other into being 
' the first to utter such fetal words 
as “taxes” and “benefit cuts”; but 
mainly it is about Chicken Little. 

Chicken Little fHfethe place in 
American myth taken in Europe 
by the little boy who cried wtaf. 
He (or is it she?) rushes about 
squawking that the. sky is felling, 
and has the same credibility 
problem as the little boy. 

Xt is some years now since 
Stephen Marris published the 
first felling-sky warning about 
the deficit, which was supposed 
to lead straight to an “adjust- 
ment crisis” and a dollar col- 
lapse. His cry was later taken up 
by a whole pack, led by President 
Ronald Reagan’s chief economic 
adviser, Mr Martin Felds tein. and 
Mr Peter Peterson, a well-known 
businessman/philosopher. But 
the sky is still in place, and now 


every new assault on the deficit 
is haunted by what is known sim- 
ply as the Chicken Little prob- 
lem. 

Do they really mean it, and 
does it matter whether they do or 
not? The question seems urgent 
this week, because the summit 
launch seems to have been 
devised with a- self-destruct 
mechanism. The nature oT these 
exercises is that some dedsions 
may be possible only by secret 
consensus. Everyone meets to 
hammer out some sort of compro- 
mise - in this case, of tax 
increases and spending cuts. 

The effort does not always suc- 
ceed; and when partisan posi- 
tions within the negotiations 
begin to leak out, it is a sure sign 
that the exercise Is foundering. 

This is how we learned last 
year that after some months of 
effort, the Strauss commis- 
sion had failed. What is new this 
time is that the name-calling has 
begun even before the first meet 
ing. The Republican right wing 
was outraged by the feet of a 


summit, correctly concluding 
that this ran only mean the Pres- 
ident is open to tax proposals. 
Then the White House chief of 
staff Mr John Sununu, gave a 
“secret” briefing to the effect that 
any tax proposals would have to 
come from the Democrats, and 
would be opposed. That was the 
“leak.” 

I t is still not quite dear 
whether Mr Sununu was; 

(a) trying to protect the Pres- 
ident from his own right wing (a 
regular role); 

(b) trying to torpedo the summit 
on behalf of the right wing; 

(c) assuming that nobody would 
take much notice of a statement 
of the obvious. It does not greatly 
matter, since the result has been 
to make the Democrats suspect a 
political trap. 

All this means that the odds 
against a serious attempt to cut 
the deficit have lengthened 
sharply, while the odds on an 
attempt to move the goalposts 
through another “fix” of the 


Gramm-Rudman deficit reduction 
targets have shortened. 

And still the sky has not fallen. 
On the contrary, both the bond 
and equity markets Ignored the 
summit, and took off on Friday 
on the strength of some trivial 
news about the economy. The 
so-called fen in retail sales was a 
non-event all that the announce- 
ment said was that the drop orig- 
inally reported in Uarch had 
actually occurred in April This 
leaves the level of mIm exactly 
where everyone had supposed. 

The softness of wholesale 
prices is real enough, but should 
have surprised only a market 
obsessed with its own neuroses; 
those neuroses are clearly not 
about the deficit This feet seems 
to support an old-fashioned eco- 
nomic idea called the Equiva- 
lence Theorem. This argues that 
government spending is a charge 
on private saving, and that it 
makes very little difference 
whether this charge is levied 
through borrowing or through 
taxation. This was put more suc- 


cinctly last week by Mr John 
Reed of Citicorp, who grumbled: 
“We are already paying higher 
taxes: they are called higher 
interest rates.” 

Some theorists argue that this 
is wrong, because interest rates 
are set in a world market, in 
which even the US deficit is a 
triviality; but at the very least a 
deficit cut would soothe the cur- 
rent Wall Street worry about a 
possible Japanese retreat from 
the US bond market One of the 
arguments being put within the 
Administration for a genuine, 
tax-raising summit is that a 
tighter US budget now would, 
Hke the tight British budget of 
1981, protect growth by allowing 
the authorities to cut interest 
rates. 

Meanwhile, the authorities - 
the Fed and the office of the 
Comptroller of the Currency - 
are having a hard time persuad- 
ing the bankers that they are not 
already imposing a squeeze 
through tougher rules rather 
than higher rates. 


Since their message is that 
credit is getting tighter because 
of a weak economy rather than 
because of tighter rules, it is not 
as soothing as it might be; but it 
does raise its own version of the 
Chicken Little problem. 

A re the bonkers, property 
developers and journal- 
ists who are warning 
about the felling-sky potential of 
tight credit overdoing the gloom? 
That is the firm conclusion of the 
learned bean-counters who have 
analysed the Fed’s credit figures 
and concluded that a squeeze lim- 
ited to property developers and 
the small company sector will 
cause only localised pain. 

it may be too early to draw this 
comforting conclusion. Construc- 
tion takes time to slow down; the 
wealth and confidence effects of 
weak property prices also spread 
slowly. And a commentator from 
Europe cannot help remembering 
that although the sky is still up 
there, the little boy who cried 
wolf got eaten. 


Economics Notebook 


West wakes up to eastern nightmare 


SLOWLY but surely, the sheer 
eabnnity of the economic prob- 
lems feeing eastern Europe Is 
becoming dear for western, pot 
icy makers. 

.Last week's International 
Monetary Fund and World 
Bank meetings in Washington 
were marked by the sober real- 
isation that eastern Europe’s 
transition to market-based 
economies will be very difficult 
indeed. Summing up tha mood, 
Mr Jacob Frenkel, the IMF's 
chief economist, said: “We 
need to emphasise that we will 
be there- for a long journey and 
that the road will be humpy.” 

There are pockets of prog- 
ress. Since Poland introduced 
its radical roarket-oriented eoo- 
nomic reform programme at 
the beginning of this year, 
exports have risen- and a small 
budget surplus has emerged: 
■But, according to Mr Willi 
Wapenhans, World Bank vice . 
president responsible for 
Europe, the Middle -East and 
North Africa, such aehiev* 
ments pale into' Insignificance 
against the problems feeing 
the east European nations: 
jf 9 While, their Individual env 
v cumstances vary greatly, all 
east European countries face 
the challenge of havi ng to 
introduce from scratch institu- 
tions and attitudes which are 
taken for granted in the West • 

• All need infusions of mod- 
ern technology to improve 
their manufacturing industry 
and agriculture. 

• They fece a major catch- ■ 
ing-up exercise in the -services . 
sector, where the gap vis-a-vis 
the West in terms a f the ability ■ 
to 'deliver services ifl much 
greater than the gap in indus- 
try's productive potential. 

• Appalling environment 
problems, especially in Poland, 
Czechoslovakia and East Ger- 
many, add to the region’s diffi- 

v rallies. 

“We are rally beginning to 
scratch the surface of the envi- 
ronmental problems,” Mr Wap- 
enhans told a seminar in . 


Washington last week. Because 
of pollution, water cannot be 
used for human consumption 
along 95 per cent of Poland's 
longest river, the Vistula. It 
cannot even be used for indus- 
trial purposes along 75 per cent 
of its length, because xt is too 
corrosive. 

In Poland's industrial south 
west, which was one of the 
nation’s most fertile areas, 
one-third of the land cannot be 
used for root crops because of 
heavy metal contamination. 
Per head, sulphur emis- 

sions are the highest in the 
world in East Germany and 
Czechoslovakia, and four times 
those of West Germany. 

- The poor environment is one 
reason why life expectancy has 
been felling in countries such 
as Poland. The region’s human 

X ‘tal needs revitalising in 
r ways. The shift to a mar- 
ket economy will require 
acceptance of the concepts of 
risk and reward. Bast Euro- 
pean nations must motivate 
people who over the past four 
decades have adopted largely 
passive attitudes in the face of 
■the planned economy. 

This, however, is easier said 
than done. A host of practical 
difficulties stand in the way of 
•translating desirable reforms 
- such as the introduction of 

. bankruptcy laws, the freeing 
up of prices or the privatisa- 
tion of state enterprises - Into 
effective change. Mr Wapen- 
hans pointed out that promul- 
gating a. bankruptcy law is 
only a first step towards 
enhancing the mobility of both 
labour and rapifa) 

The absence of national 
social Security systems is a sig- 
nificant handicap to market 
si gnals determining whether 
enterprises enter into or exit 
from east European markets. 
Because pensions are enter- 
prise basal, labour mobility is 
made very difficult An addi- 
tional problem is company 
housing. In Poland, for exam- 
ple, half the population lives in' 


company apartments while a 
western-style housing market 
is non-existent 

Such factors are likely to tie 
individuals to unproductive 
employers even though other 
signals such as hi gher wages 
or better opportunities else- 
where should exist in the new 
Polish economic system. 

Price reform, although a 
vital part of the creation of 
market-based economies, also 
has to overcome serious obsta- 
cles. Reflecting the backward- 
ness of the east European ser- 
vice sectors, there simply are 
not the competitive marketing 
channels that are essential to 
successful price deregulation. 
Similarly, privat isation of state 
enterprises must contend with 
the absence of accounts, 
accountants and auditors. 

At present. It is extremely 
difficult to judge whether com-' 
panics in eastern Europe are 
potentially healthy or not. 
Both the World Bank and IMF 
have laid great s tre ss on the 
creation of a viable system of 
financial Intermediation as 
vital for eastern Europe's 
future. It Is an area where 
western technical assistance 
from central and commercial 
banks is already playing an 
important role. But, as Bar- 
clays Bank states in its latest 
quarterly economic review: 
“The enormity of the task can- 
not be overstated." 

Weak management skills, 
poor telecommunications, min- 
imal accounting standards and 
the region’s uncompetitive 
industrial base are all nig prob- 
lems. In addition, Barclays 
says finan cial reform will 
require “the simultaneous put- 
ting in place of the financial, 
infrastructure of money mar- 
kets and clearing systems 
which has, in the West, devel- 
oped gradually over several 
generations” 


Peter Norman 


THIS WEEK 


TODAY’S figures on retail 
sales and producer prices in 
the UK could provide fresh evi- 
dence oC inflationary pressure. 

Retsfrsales figures are par- 
ticularly prone to seasonal 
variation, so monthly data 
should not be taken too seri- 
ously. But consensus predic- 
tions of 0.4 per cent rise in 
April, following March's L8 per 
cuit cot, cannot give any cheer 
to the market They translate 
’into a year-on-year inflation 
rate of L8 per cent 

An increase in retail sales 
would be in line with today’s 
CBI/FT Distributive Trades 
Survey. Producer price figures 
are also ’ expected to show 
renewed inflationary pressure, 
with output prices expected to 
indicate a 5A per cent increase, 
year-on-year. 

However, the City of London 
may be able to take heart from 
the unemployment figures 
which, according to consensus 
estimates produced by MMS 
International, . the flnawrfai 
markets research group, are 
predicted to remain flat after a 
persistent decline. 

This would indicate a slow- 
ing in growth and might 
improve the chances of a cut in 
Wage inflation 

In the US, the merchandise 
trade figures, due on Thursday, 
are expected to show a deepen- 
ing in the deficit from $&5bn to 

SSbn, almost entirely due to 
increased Imports. This would 
suggest a continued trend 
towards steady, although slow. 


UK unemployment 



1980 


1990 


— , continued 

ations over the budget, and’ the 
possibility of either tax rises or 
of alterations to the Gramm- 
Rudman budget reduction leg- 
islation should continue to 
dominate debate. 

The likelihood of an interest 
rate rise in the short term 
would appear to have receded 
after the good figures on Fri- 
day for retail sales and pro- 
ducer prices. This is unlikely 
to be altered by the consumer 
price index, due on Wednes- 
day,. expected to show an 


increase of 0.2 per cent 

France is rapidly becoming 
an oasis of calm In the Euro- 
pean economy. On Wednesday, 
the market expects French con- 
sumer price inflation to drop to 
&2 per cent from 3.4 per cent 
last month. EMS membership 
and an independent monetary 
policy have allowed it to 
escape the squalls hitting West 
Germany and the UK. 

Other significant economic 
indicators to be announced 
during the week (with MMS 
consensus estimates in brack- 
ets) include: 

Today: UK, April producer 
Input prices (up L3 per cent). 
OECD Economic Policy Com- 
mittee meeting, Paris. G10 cen- 
tral bank governors meet, 
Basle. West Germany, whole- 
sale price index for April (1.2 
per cent, year-on-year). 

Tomorrow: US, industrial 
production figures. UK, acqui- 
sitions and mergers data EC 
central bankers meet in Basle. 

Wednesday: US, April con- 
sumer price index (0.3 per cent) 
and housing starts (L32m). 

Thursday: Japan, trade bal- 
ance for April. US, trade bal- 
ance for ApriL Canada, mer- 
chandise trade balance for 
March. West Germany, Bund- 
esbank Central Council meets. 

Friday: Japan, wholesale 
price index for April (2.6 per 
cent). France, industrial pro- 
duction. 
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At the Hyatt Regency Dubai, 
we’ll put you in your favourite room. 
The one you helped design. 


On your first visit to our hotel in 
Dubai, our manager will send you a 
questionnaire. In short, he's inviting 
you to design your own room. 

Would you prefer a king-sized bed, 
and how many pillows and blankets 
would you like? Would 
you like your room 
at the top, or closer to 
terra firma? 


HfflT 

TOUCH 


Non time you stay with us, we’ll 
make sure the kind of room you asked 
for is the room you get. 

You’ll find every Hyatt has 
thoughtful touches. 

In Belgrade and Cologne, for 
example, the guest rooms 
are especially generous. 
As is your favourite 


room in Dubai. 


HYATT&HarELS & RESORTS: 


For reservations ai any of 50 Hyatt International Hotels or 10Q Hyatt Hotels in North America, 
call Hyart toll free, or your travel agent. Holds in Europe, Africa and the Middle Easr:- 
BLRMINGHAM (July 1990) ■ BELGRADE (opening May 1990) ■ BUDAPEST ■ CASABLANCA ■ COLOGNE 
DUBAI ■ JEDDAH • LONDON • MAURITIUS (opening early 1991) • MONTREUX • RABAT ■ RIYADH. 
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NORTHAM PLATINUM 
LIMITED 

("Northam") 

(Incorporated in the Republic of South Africa) 

(Registration No. 77/03282/06) 

RIGHTS OFFER OF SHARES IN NORTHAM 

Following the announcement on 4 May 1990 to raise approximately R600 
Northam now advises that the terms of the rights offer which will raise approximately 
R625.2 million, net of estimated expenses of R8.4 million, will be as follows; 

Shareholders in Northam will be granted the right to subscribe for 100 shares in 
Northam at a price of R22 per share far every 100 shares held at the close or 
business on 18 May 1990. 

THE JOHANNESBURG STOCK EXCHANGE 
Application has been made to the Johannesburg Stock Exchange for a listing of 
renounceabte (nil paid) letters of allocation, commencing with effect from 21 May lasu, 
and for a listing of tee new shares from Thursday, 14 June 199a 

THE INTERNATIONAL STOCK EXCHANGE OF T HE UN ITED KINGDOM AND THE 
REPUBLIC OF IRELAND LIMITED C1SE”) 

Application will be made to The Council of The International Stock Exchange for tee new 
shares to be admitted to the Official List Dealings in the renounceabte(ntl paid) letters of 
allocation are expected to commence under Rule 535.4 of the ISE rules on Monday 
21 May 1990, and under Rule 520 of the ISE rules on Tuesday, 29 May 1990. 

Dealings in tee new shares, fully paid, are expected to commence on Thursday, 
14 June 1990 for normal account settlement on 2 July 1990. 

A circular containing full details of the rights offer will be posted to shareholders on 
25 May 1990 and will be accompanied by a renounceabte (nil paid) letter of allocation 
setting out the entitlement of tee person to whom the circular is addressed. 

Brokers to the Issue: 
(in the RepuMcof South Africa) 
Fergusson 8ro&, Hall, Stewart & Co, Inc. 
(Registration No. 72/08905/21 ) 
(Member of the Johannesburg Stock Exchange) 
(in the United Kingdom) 
Cazenove&Co. 

(A member firm of The International Stock Exchange) 


Registered and Transfer Offices: 
75 Fax Street PO Bax 1167 

Johannesburg Johannesburg 

2001 2000 


Johannesburg 
14 May 1990 


A MEMBER OF THE GOLD FIELDS GROUP 


This notice is issued in compliance with the requirements of the Council of The International 
Stock Exchange of the United Kingdom and the Republic of Ireland Limited and appears as 
a matter of record only. It does not constitute an offer or an invitation to subscribe for or 
purchase any securities of the Company. The Shares have not been registered wider 
the United States Securities Act of 1933, as amended , and may not be offered or 
sold directly or indirectly in the United States of America or to or for the benefit 
of United States Persons except pursuant to an exemption from registration. 

Portuguese Investment Fund Limited 

(an exempted company incorporated with limited liability and registered 
under the laws of the Cayman Islands registered number 363169) 

Placing by 

MORGAN STANLEY INTERNATIONAL INTERNATIONAL PINANCE CORPORATION 

YAMAJCRI INTERNATIONAL (EUROPE) LIMITED 


CAZENOVE&CO- 
PARIBAS LIMITED 


MERRILL LYNCH INTERNATIONAL LIMITED 
UBS PHILLIPS & DREW SECURITIES LIMITED 


{ordinary i 

nominal value ofU.S. $.01 per share 
at a price ofU.S. $100 per ordinary share 


Authorised 
UJS. $120,000 


Share Capital 

Shares of 
UJS. $.01 each 


Issued and now 
being issued fully paid 
310,000 


The investment objective of the Company is to achieve long-term capital .growth 
primarily through investment in quoted equity securities of companies established in 
Portugal. 

Application has been made to the Council of The Stock Exchange for admission of the 
Snares of the Company to The Official List. 

Listing Particulars relating to the Company are available intheExtel Statistical Service 
and may be obtained during usual business hours (Saturdays andpubhchoiways 
excepted ) until May 16, 1990 from The Company Announcements Office, The Stock 
Exchange, London EC2N IHP and until May 29, 1990 from 


May 14. 1990 


Cazenove & Co. 

12 Tokenhause Yard 
London BC2R 7 AN 


Notice of Redemption to the Holders of 

Canadian Pacific Limited 

US. $100,000,000 10%% Debentures due 1993 
(the “Debentures”) 

NOTICE IS HEREBY GIVEN that pursuant to section 3.02 ofthe Trust Indenture paiaining to 
the above-captioned issue Canadian Pacific Limited has elected to redeem and hereby calls for 
redemption ail of the Debentures on June 15th, 1990 at a redemption price of 10125% of uior 
principal amount Interest on the Debentures will cease to be payable from and after the date fixed 
for redemption. 

BEARER DEBENTURES 

Payment of the redemption price in respect of bearer Debentures will be made against 
presentation and surrender of each bearer Debenture with all coupons appertaining thereto 
maturing after the redemption date at anyof the Paying Agents listed below. In the event that any 
bearer Debenture is presented with any such unmaturedcoupon(s) missing, thefece ^atue of each 
missing unmatured coupon will be deducted from the redemption price and any such amounts 
deducted will be payable, without interest upon presentation of such ousangunmaRnea 
coupon(S) in accordance with the Trust Indenture. Coupons due on June 15th, 1990 should oe 
detached and presented in the normal fashion. 

REGISTERED DEBENTURES o .. 

Payment of the redemption price in respect of registered Debentures will be made agmnst 
presentation and surrender of each registered Debenture with tbe form of transfer thereon duly 
executed at the specified office of the Paying Agent in New York Oty. 

Paying Agents 
Bank of Montreal 
11 Walbrook 
London EC4N 8ED 


Morgan Guaranty Trust Company 
of New York 
Avenue des Arts 35 
8 - 1040 Brussels 
Belgium 

Kredietbank SA. Luxembourgeoisc 
43 Boulevard Royal 
Luxembourg 

DATED: LONDON, 14th May, 1990 
For and on behalf of 
Canadian Pacific Limited by: 

BANK OF MONTREAL 

Principal Paying ApcM 


Swiss Bank Corporation 
Aeschenvorstadt 1 
CH-4002 Basle 
Switzerland 

Bank of Montreal Trust Company 
77 Water Street 
New York, N.Y. 10005 



UK COMPANY NEWS 


Wall St sceptical 
about AM AX’s 
bid for Peabody 


By Roderick Oram in New York 


WALL STREET is sceptical 
that AMAX, tbe US natural 
resources group, will pursue 
vigorously its efforts to beat 
Hanson, the UR conglomerate, 
for control of Peabody Holding 
Company. 

Hanson, which quickly 
topped AMAX’s surprise 
5L25lm bid on Friday, is in a 
far stronger position than 
AMAX It already owns 45.03 
per cent of Peabody, the larg- 
est coal producer in the US, 
and it has a 49 per cent interest 
in Newmont Mining, the Den- 
ver-based group which owns 
the balance. 

Moreover, AMAX has a repu- 
tation on Wall Street for mak- 
ing its best and final bid early 
on and then quitting if the 
offer is rejected or topped. 

On Friday AMAX offered 
453L5 m for tbe 45.03 per cent 


Peabody stake Hanson bought 
for 4504m from various inves- 
tors in April. It also offered 
Newmont 4718.5m for its 
majority interest in Peabody. 
Hanson immediately raised its 
offer for the controlling block 
to 4723.6m from the 4715m it 
proposed in March. 

AMAX said it wanted to buy 
Peabody to broaden its own 
product line and to expand its 
output of low sulphur coal. 

Coal is a new business for 
Hanson which spoke glowingly 
of coal's future when it bought 
into Peabody. 

Nonetheless, analysts 
thought Hanson's motivation 
had more to do with extracting 
value from Newmont than coal 
from the ground. It became a 
49 per cent owner of Newmont 
when it took over Consolidated . 
Gold Fields last year. 


Kingfisher chief warns 
of tougher trading 


By Maggie Urry 

MR Geoffrey Mulcahy, 
chairman and r-hfcf executive 
of Kingfisher, the Wool worth, 
B&Q, Superdrug and Comet 
retail group, warned of tough 
trading conditions, in tbe 
group’s annual report. 

Although Kingfisher 
increased pre-tax profits in its 
last financial year, from 
£186£m to £209.8m excluding 
exceptional items, Mr Mulcahy 
has taken a pay cut from 


£701,000 to £657,000. 

Mr Mulcahy, who took over 
the chair at the year end, said 
that “last year’s mare difficult 
trading iwnatc was more than 
a temporary cyclical downturn. 

I believe it forahadows even 
tougher conditions to come 
and that we are seeing the 
onset of f undamental changes 
in the requirements and spend- 
ing patterns of our 
customers.” 


Further expansion 
for Albert Fisher 

By John Thornhill 

Albert Fisher,* the foods group, 
has made two more acquisi- 
tions in continental Europe for 
£5 -2m as part of its policy of 
developing its food processing 
and distribution operations. 

The two companies, both 
processors and storers of fro- 
zen fruit and vegetables based 
in Holland and Belgium, are 
Beheermaatschappij van Soest 
and van Soest They had net 
assets of £4£m at the year-end. 

The -consideration will— be 
met by the payment of £3-41m 
in cash and the issue of 717,379 
new Albert Fisher shares. A 
deferred consideration may 
also become payable depending 
on the companies’ profits per- 
formance. 


Radamec £3.4m 
into the red 

The hoped for second half 
Improvement did not material- 
ise for Radamec, control 
systems maker, and the group 
finished 1989 with a pre-tax 
lass of £&39m, compared with 
a profit of £480,000. 

However, for the first quar- 
ter of the current year there 
was a small profit. 

Loss per share worked 
through at 17 Ap and there is 
no dividend. Previously earn- 
ings were 1.3p and the total 
payment lp. 

. From turnover welLdown to 
£9 .69m (£l3.09m) thexfe was an 
operating loss of - £ 1.84m 
(profit £887,000). 

That was exacerbated by an 
exceptional charge of £840,000 
and finance charges of 
£711.000 (£457,000). 


BOARD MEETINGS 


Thm toUowIng cmmnfee have mWM detae 

a bom m — itn fli id mo Stock Exchan ge. 

Such i w Bnfla ere usually IwM tar me pur- 

pose*f«»isk*»rt/ior»i4dende. OflteJe! Intern- 

Uone are not syllable as to whether me 

tfvtaande era Interim* or finals and rite sub- 

OMatans shown below are baaed maMy on 

lest year's IhnetsMea. 


TODAY 

Interims- ECC, Holmes * Merchant imperial 

Cota Storage A Supply. Kunfc*. TMO Adwer- 

Mi0. Veto. 

Finals- English A tatemeUonal Trust New 

Ireland. Stratton Investment Trust Walker 


Anglo 9canOnsvian Inv. 
Avon Mmer — 


Cons Co SuNfantein Mine 

Fleming High loo Inv Tat ........ 

Great We ew m Resources — ... 
Orlquaiand Watt Diamond 
Kelsey Industrie# 


Moran HMgs. 

Murrey Enterprise Trust 

Rand Minas 

Sturgs — — — 

Werner Estate 


SARAKREEK 
PARTICIPATIONS N.V. 
ESTABLISHED M CURACAO 
NETHERLANDS ANTUJUES 


Not i ce Is hereby given that an Interim, 
cash dividend ot 03*1.1375 per share 
was declared on 3rd May. 1SP0 end 
•MU be payable aa ot 14m May. lOBQ. 
Tne cash dividend Is payable agabTSt 
delivery. Coupon number 15 to me 
offices of Bangui Generals du Luxem- 
bourg SJL. 14 Am AfcWnpen. 2B61 
Luxsntoogrg. 

Tbe Cash dividend on registered 
shares Pat be ssm ta endued share- 
holders by mall. 

Amro Trust CoiporeUon N.V. 

Manama Director 


National & Provincial 
Building Society 

Issued of up to £200,000,000 
Ftcwtbig Rase Noiea 1999 
Notice is hereby given that for 
the three months 9th May. 1990 
to 9th August, 1990 the Notes 
will carry an interest rate of 
15h% per annum with a coupon 
amount of £387-53 per 
£10,000 Note and £3,875.34 
per £100,000 Note payable on 
9th August, 1990. 


Q BuIuibTrk 

Company, London Agent Bank 


Jarvis Porter « 

Johnson Meaner . 

Land Securities . 


Murray Smaller Market! 

Powab Oofhyn 

Recal Electronics 


Smith (James] Estates . 


May a 
May Id 
Maya 

May 23 
May tf 
M«y ie 
May St 
*** 9 33 
May 24 
May 24 
May IS 
Juna 22 
May 17 
Jtme4 
Mays# 
Maya 

May 16 
Maya 
June U 
May a 
July 24 
June 5 
June ta 
May 24 


KINGDOM OF BELGIUM 
ECU 250A00JB0Q FLOATING 
RATE NOTES DUE 1999 
ISSUED IN TWO 
TRANCHES OF 
ECU 20(MNNMn0 flST 
TRANCHE) 

ECU 150,000.000 (2ND 
TRANCHE) 

in accordance wuh the ptwrislaM ot Cm 
notes, notice is hereby pvai ihal for d» 
Interest period May 14, 1990 to AugCBt 
14. 1990 ibe nous wiO cury sn interest 

I*ie ot 10 W.% per ubbo. 

(merest payable on die relevant tamest 
payment date 14th Angan. 1990 siD 
smonai gi ece 2A19A4. - per sen 
100.000 note. 

Agent Bank: 

Bonque Paribas Luxembourg 


dVASLMTTED 

U-SatmaOMOO 

fl s eu s d FW M n p Bate Motes due IBM 

Interest Raw 6.875% p*. Interesr 
Period Atop 14, 1890 to November 14, 
1890. lrrt9T9»» Payable per U SSI 00,000 
Note US$4,638.1 1. 


A hvl*. 1990. London 

By CMbenk. NA. KSSI Dape). Apant Bank, 


ANDELSBANKEN OANEBANK 

ECU 30000000 

8,25% SUBORDINATED BONDS 
DUE JUNE 28, 1992 
(the ’’BONDS”) 

Notice is hereby given to the Bondholders that after the 
merger ot ANDELSBANKEN A/S, SPARSKASSEN SDS 
and PRIVATBANKEN A/S, effective from 1st January 
1990, the Bonds will remain listed on the Luxembourg 
Stock Exchange under the previous name, followed by 
the new name UNIBANK A/S. 

The Bonds will neither be stamped nor exchanged. 

The Principal Paying Agent 
SOCIETE GENERALE 
ALSACIENNEDE BANQUE 
Luxembourg Branch 


Adjusting in uncertain times 

David Lascelles on the volatility of money broking 


T HE CRISIS at British & 
Commonwealth has 
raised the possibility 
that the company will have to 
sell off Exco, its highly suc- 
cessful money broking subsid- 
iary, to raise cash. 

Zf so, tiie sale would mark 
another, major structural shift 
in the small but intense 
world of money brokers where 
several companies have 
changed h a nds in too past few 
years. 

Money brokers act as inter- 
mediaries between banks and 
dealers in the huge markets for 
deposits, foreign exchange, 
securities and derivative 
instruments, like swaps and 
options. The core of their 
operations are hectic dealing 
rooms packed with high tech- 
nology screens, where literally 
tens of billions of dollars 
change hands every day. 

According to a report in the 
Bank of England Quarterly 
Bulletin last week, there are 28 
money brokers in London. But 
many of these are part of 
larger groups. 

Effectively there are about a 
dozen firms, of which four con- 
trol 75 per cent of the market, 
and are also the dominant 
players in the international 
markets. 

Apart fium Exco, the leaders 
include MAI, the financial ser- 
vices and advertising group, 
Marshalls, Tullett & Tokyo, 
International City Holdings' 
and RP 

Marshalls used to be part of 
B&C. But after an abortive 
attempt by B&C three years 
ago to sen it to Quadrex, the 
privately held IIS securities 
firm which also owns RP Mar- 
tin, Marshalls engineered a 
buy-out and Is now indepen- 
dent However the debacle set 
off a fierce legal battle between 
B&C and Quadrex which has 
only just got to the courts. 

There was also a series of 
upheavals at ICH which ended 
up with the company being 


partially bought by York 
Trust, the USM-quoted finan- 
cial services group. But the 
dpai ums soured by fresh losses 
at ICE caused by the recent 
controversy in the local 
authority swaps market where 
it was a leading broker. 

There Is how much uncer- 
tainty about ICH’s plans, and 
the company’s share price has 
collapsed from a high 9Sp 
last year to only 26p last week. 

■ According to the report by 
the Bank, which keeps a regu- 
latory watch over the business 
“In a marketplace character- 
ised by many of the elements 
of ’perfect competition’, it is 
not surprising that London’s 
broker population has not been 
static.” But the Bank says that 
the upheavals have not dis- 
rupted the efficient operation 
of the markets. 

T he main reason why the. 
industry seems to be in 
a constant state of fer- 
ment is the vigorous jockeying 
for position among the firms, 
and the independent-minded- 
ness of managements - nei- 
ther of which necessarily pro- 
duce the most profitable 
results. 

- After tbe boom times of the 
mid-1980s, all the firms are 
now having to adjust to less 
certain times, and this is 
adding to the strains. And 
there is constant pressure from 
banks to drive down commis- 
sions. 

The tendency has been for 
the larger firms to grow larger 
because they can afford the 
heavy investment in communi- 
cations and processing technol- 
ogy, and for smaller firms to 
develop specialist niches. The 
process or concentration and 
polarisation will probably be 
intensified by foe integration 
of the European financial mar- 
kets as part of foe 1992 process. 

Mr Clive HoQick, the chief 
executive of MAI, which has 
been one of the more stable 


members of 'the 
"Our confidence m Ihefutuft! 
of fall service money brtftfoR. 
is reflected by tnu 


today. 

I n spite of the corporate 
dramas, many of the actual, ■ 
businesses are doing well . 
thanks to steadily nsrng deal-- 
ing volumes. According to the - 
Bank of England, tunwvna. 
the main broking markets.- 
nearly doubled between April- , 
1988 and March 1990 from’ • 
£I.4G4bn a month to £2,65-bn,. ■ 

though it says that competitive. . 

pressures mean that this has 1 
not always been translated. - 
directly into equally nsing 
profits. . . - 

Mr Gary Klesch, the chair- 
man and owner of Quadrex,, • 
says RP Martin is doing weu ul 
spite of all the adverse public- . 
jKr over the lawsuit with B&C. . ■ 
“The litigation has not. 
affected the company at all. -- 
he says. “If there were dark 
clouds over our business, they - 
have now moved over our com-. 
petitore.” He says profitability- 
is “tracking the industry” ■ 

Mr John Chester, analyst at. - 
Warburg Securities who fol- 
lows the money brokers, saya . 
of the industry: “Despite its 
appalling corporate record, the. 
business itself does seem to be 
doing quite well.” 

The possibility of a change., 
in Exco’s ownership has thus 
sharpened expectations within- , 
foe industry. But the challenge . 
for B&C will lie In preserving. - 
Exco's value. 

Money broking is notorious' . 
for the poor loyalty of both - 
staff and customers, and a. 
declining firm can quickly lose- 
both. That is why analysts say 
that if Exco does intend to selL 
It will have to do so quickly. « 


Queens Moat bids for Echo Hotel 


By Nikki Talt 

QUEENS MOAT HOUSES, foe 
quoted hotels group, is acquir- 
ing a substantial minority 
stake in Echo Hotel, a BES 
company whose main asset is a 
300-bedroom hotel on Clyde- 
side. It is also m aking an offer 
for foe remaining shares in 
Echo. 

The four founding sharehold- 
ers of Echo - who include 
Later-Continental Hotels with 
11 per cent and foiled construe-. 
Son group. Rush & Tompkinsr 
with 8 per cent - have agreed 


to sell an aggregate 39 per cent 
hnifHng to Queens Bloat at 165p 
a share. • 

Tbe afSex for the outstanding 
shares, reqedred by foe Take- 
over Code is pitched at the 
same price and values the 
equity at £l4jm. 

Echo, however, is recom- 
mending that foe remaining 
shareholders - who came into 
foe unquoted group under the 

Rir^rnftns Rrpanfl ion Scheme a 
year-after -the Initial subsbrib- " 
ers - should not accept, for 


tax reasons. 

Queens Moat has said it will 
make a further bid In 1993 > 
when the BES qualifying 
period ends. The price offered 
then would reflect Echo’s net 
asset value, subject to a mini- 
mum price of 2fi5p a share. 

Echo Hotel has debts of . 
around £Z3m. Aside from tbe . 
acquisition of the equity. 
Queens Moat will also inject 
£&25m in return for convert- 
ible loan stock, which will help" - 
refinance borrowings. 


COMPANY NEWS IN BRIEF 


HAW TIN plans to acquire 
Powersport, which designs and 
manufectures fitness training 
equipment, for £2-9m satisfied 
by S22m rash and 3.6m shares. 
Tbe d&l is subject to share- 
holder approval 
NESTOR -BN A said that 6&84 
per cent of the recent rights 
issue was taken up. The 
remaining 5.63m shares have 
been sold in the market at 
104V&P, a premium of 024 per 
cent over tbe IMp issue price. 
NEW EUROPEAN WARRANT 
Company: foe minimum sub- 
scription level of 800,000 units 
has not been achieved, and 
proposed placing will not now 
proceed. 


SINCLAIR (WILLIAM) is buy- 
ing F 1 Alton and Partners, 
Stourbridge-based maker of pet 
treats and feed supplements for 
the pet and equestrian mar- 
kets. Initial consideration is 
£436,622 in 213,333 shares, 
which have been placed; there 
is also a deferred cash payment 
provision of about £32,000 
based on turnover for 12 
m onths fo lio win g com pletion. 
SOUTHEND PROPERTY is sell- 
ing various properties- for 
about £34-5m; they have rental 
income of about £2w3m. 

SPEAR (JWL 1989 pre-tax prof- 
its £L3m (£509,000) on sales of 
£19.7m (£17m). Earnings folly 
diluted I5-32p (4-36p). This 


reflects foe merger, last June, 
between Spear and the French 
distributor. Habourdin Interna- 
tional. and foe results have 
been prepared on a merger 
accounting basis. 


FT Share Service 

The following securities were 
added to the Share Informa- 
tion Service in Saturday’s edi- 
tion: 

Argus (Section: Drapery & 
Stores) 

QS Holdings (Drapery & 
Stores) 


Tha Notice b nued to compfc a acc with the reqaarmcau of Ihe Coumal of TV tolenariwi Stocfc Exrfamc of Ac Uaacd Kingdom 
md the Republic of Intend Limned ("Tbe Stock ExcbengeT USoaotScouaState an hmuatm w any person to »at»cribe for or to 
purchMT any of the Ordinary Sbatt* Or W«rmm of ihc Coap»ay. 

Application boo beta) OUuJe lo.ibc Guinea ot Tfce Stock Exchange tar all Ibe Ordinary Sham and Warrants of tbe Company in be 
admitted to tbe Official Lin. h U expected that dealings in tbe OnSnuy Stain and Warrants separately win commence cm IS May. 
1990. 


EFM JAVA TRUST pic 

(Incorporated and registered in Scotland under tbe Companies Act 1985. registered number 124601) 



James Capel & Co. Limited 

of 

30,000,000 Ordinary Shares of 25p each 

at a price of 50p per share payable in full on acceptance 
(with 6,000,000 Warrants attached) ' 
in the proportion of one Warrant to every five Ordinary Shares. 

Each Warrant win confer the right to subscribe for one Ordinary Share at a price of 50p 
on 31 May in any of tbe years 1992 to 2000 inclusive. 


AUTHORISED 

£9,0004*9 


Share Capital 


to Osdbuuy Shares af 25p each 


ISSUED AND TO BE ISSUED 
FULLY PAID 
£7,500,000 


EFM Java Treat pic b anew hmsaBerntTBA wtudiwfB be otam^d by EtUaburgJr Food Mtmncrs pic and *liidita<iHWMMi)i>i 
with ttaoWccttreof pcov ul t n n kaium re capital growth for Ha diarthota r ra through iavcttmTOWii^w^j ■JUdi.ttea 

Co-diftrtbutOT io tbe Piecing u Hoars Ocrretl tamuioaal Scoonics Liratttd, Security Pacific House, 4 Bnndgatr, London EC2M 7LE- 
Uslhr* parttedan rotatiot to the Ordinary »»«* and Wamroa arc *v*fi»bK, In the ttatiakai service! of FxiH « ■ - . 

up to Mrf todotSa* 16 May. 19W, fttn tte OmqKoy Amwcdm. Office aTIfe Static 

i nnrGu- nJInrrLm mMbI no ta xzta iartoduw 29 Mxv. I9M from: M Square, LDOdOO 


BC2A tPPttarconccrtoeqaWeed an Waadinctadi^: 29 May. J 990 from: 

EFM Java Trust ptc 
4 MdriDe Crescent 
Edinburgh EH3 7JB 


James Capd & Co. limited 
Corporate Finance 
7 Devonshire Square 
London EC2M4HU 


14 May, 1990 
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i EUROCREDITS 


RTZ establishes 
new credit 

arrangement 


WHEN STZ Corporation 
; decided to amend its loan 
agreements to refinance a 
, credit raised last year to 
finance its acquisition of most 
of British Petroleum's mineral 
assets, it faced a host of legal 
obstacles. 

Securing the necessary 
agreement from each or the 58 
banks - to convert the compa- 
ny's US dollar acquisition fin- 
ancing into a credit to back up 
a US commercial paper pro- 
gramme - was going to be dif- 
ficult, particularly since some 
banks had sold their exposure 
to others. 

So. rather than arrange 
another syndicated credit, the 
company decided to establish a 
series of bilateral agreements 
with banks to raise Jl .2bn. 
After consultations with law- 
yers and three leading hank* 
on the terms, each bank was 
presented with non-negotiable 
document by the company. 

As a result, according to Mr 
Tony Lighterness, deputy 
finance director, the company 
estimates it saved $L2m on the 
usual 10 basis point arrange- 
ment fee. It also reckons it 
saved a further $800,000 a year 
on the annual commitment fee 
it would probably had to have 
paid* had the credit been syndi- 
cated conventionally among 
banks. (That suggests the com- 
mitment fee actually paid was 
in the region of 10 basis 
points.) The agreements are for 
four- years, extendable for a 
further three. 

Since it expects to raise 
funds in the US commercial 
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Sourw AIBD 


paper market at rates signifi- 
cantly below London interbank 
offered rates, the whole financ- 
ing represents a significant 
saving on the 40 basis points 
over Libor paid on the acquisi- 
tion credit 

The new credit arrangement, 
expected to be in place by the 
end of June, will also be much 
simpler to amend if necessary. 

RTZ - which is also shifting 
soma resources from the UK to 
the US to pay down the rest of 
the eight-year acquisition 
credit - is touring to Canadian 
banks about how to refinance a 
C$700m, five-year credit with a 
SO basis point margin it raised 
at the same time. 

The arrangement of such 
bilateral deals can only be 
another source of worry to 
b anks already suffering from 
weak syndicated loan market 
activity. 

The method seisms appropri- 
ate for high-quality companies 
with relatively sophisticated 
finance departments. While 
several big companies have 
by-passed the syndicated loans 
market over the past five 
years, the perceived draw- 
backs of syndicating loans will 
be exaggerated by the way 
banks sell rather than hold 
their loans these days. 

Elsewhere, the ECC Group is 
raising $600m over three years 
from a syndicate of banks led 
by Chase Investment Bank to 1 
finance its proposed acquisi- 
tion of Georgia Kaolin. If condi- 
tions permit. The company 
would refinance this by 
expanding to $400m from 
fqnhm die amount of outstand- 
ing auction-rate preferred 
shares in the US and by dispos- 
ing of £100m of Its “non-core 
b usiness es." 

The credit rating of the com- 
pany was placed under review 
by Standard & Poor's following 
the announcement of the 
planned acquisition - poten- 
tially si gnifican t because it 
could affect its ability to issue 
auction-rate preferred. The 
company says the S&P rating 
will not fan below A-minus. its 
current Moody’s rating, so the 
preferred issue should not be 
affected. 


INTERNATIONAL CAPITAL MARKETS 


INTERNATIONAL BONDS 


A testing week ahead in Amsterdam for the AIBD 


Stephen Fidler 


IN AMSTERDAM on 
Wednesday, the Association of 
International Bond Dealers 
begins its 22nd Annual Meet- 
ing. The conference promises 
to be the scene of heated 
debate because of difficult con- 
ditions on the bond markets 
and file Association's attempts 
to define its international role 

The collapse of equity-re^ 
la ted new Eurobond iwnai]^ 
most obviously the Japanese 
equity warrant business, and 
the relative quiescence of most 
fixed-rate markets this year 
have put an unprecedented 
premium on cost-saving devel- 
opments. 

The AIBD finds itself at the 
head of two projects which, if 
implemented, will save many 
millions of dollars for the 
banks and securities houses 
active in the Eurobond market. 
Whatever the formal agenda 
for the conference, these initia- 
tives are what really count. 

Both projects involve the 
AIBD in complex and political 
negotiations with the two 
international clearing systems, 
Euroclear and CedeL Its status 
as the recognised self- regula- 
tory body of the Eurobond 
market gives it influence, but 
it has little formal power over 
the clearers. 

It has been to the frustration 
of the AIBD officials involved 
that the Association has some- 
times found itself acting as an 
intermediary between the 
clearers’ commercial struggles. 

The more important of the 
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projects, the formation of a 
joint communications network, 
may receive less attention in 
Amsterdam because for most 
of the last year its development 
has been obscured by the pub- 
lic row over the AIBD’s rule 
221 concerning settlement of 
new Eurobond issues. 

All three parties have their 
own reasons for agreeing that 
the network should be imple- 
mented as quickly as possible. 
Prom the AIBD's perspective, 
it should provide the vehicle 
for the eventual extension of 
its electronic Trax system to 
its wider membership. Cur- 
rently. Trax membership is 
only compulsory for UK-based 
members and reporting deal- 
ers. 

Behind the scenes, negotia- 
tions over the network have 
reached an advanced stage. 
Recently, a tri-parti te technical 
team agreed on the feasibility 
of a single communications 
network which will allow the 
simultaneous transmission of 
trade matching and reporting 
instructions via the Trax and 
ACE systems, as well as settle- 
ment Instructions to the clear- 
ers. 

If implemented, members 
will be able to key in transac- 
tion data through a single 
monitor. Although some of the 
big users have already auto- 
mated their in-house 
operations, the main advan- 
tage of the joint network will 
be a significant reduction for 
the whole market in communi- 
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cations costs. 

The most Important remain- 
ing Issue to be salved before 
the network can be created is 
the question of ownership. The 
principle of equal one-third 
ownership has been agreed by 
all parties, but the precise 
structure is still under negotia- 
tion and there is much room 
for disagreement. 

If the AIBD can navigate its 
way towards equal participa- 
tion in a successful joint net- 
work, it will have done much 
to justify its backing of the 
Trax system which some mem- 
bers have always regarded 
with suspicion. Without Trax 
and the resulting ownership of 
price information, it would 
have little leverage over the 
clearers. 

The studied resistance of UK 
opponents of Trax forced the 
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AIBD to adopt the 
heavy-handed policy of introd- 
ucing financial penalties for 
inadequate or incorrect use of 
the system. The conference is 
likely to be told that the fines, 
in force since April, have 
already achieved their main 
purpose, more consistent appli- 
cation of trade reporting rules. 

Nevertheless, the unfortu- 
nate introduction and subse- 
quent withdrawal of a much 
harsher penalty regime last 
year following vociferous com- 
plaints from the UK member- 
ship laid down a longer-term 
warning to the AIBD. 

Many continental members 
make little secret of their 
rcluctance to adopt Trax and 
without the network the AIBD 
will have a hard job persuad- 
ing them. 

The second of the two pro- 


jects is expected to be the sub- 
ject of critical debate in 
Amsterdam. AIBD rule 221, 
which started life over a year 
ago as an attempt to stream- 
line settlement procedures for 
newly issued Eurobonds, has 
caused protracted and bitter 
arguments between Euroclear 
and CedeL 

The AIBD has stood uneasily 
in the middle, attempting to 
preserve its integrity as a regu- 
lator. Senior officials believed 
they were close to achieving an 
acceptable implementation of 
rule 221 and were confidently 
expecting to announce this to 
the conference. 

However, Euroclear’s recent 
rejection of the AIBD and 
Cedel's preferred solution to 
the rule 221 problem shattered 
the last impression that a 
reluctant consensus had 
formed. Negotiations are cur- 
rently suspended while the 
AIBD ponders its reaction to 
Euroclear's alternative propos- 
als. 

Rule 221 placed the AIBD in 
a difficult, perhaps impossible, 
position. The Association 
recognised early on that the 
rule raised serious questions 
over the continuing existence 
of the electronic bridge agree- 
ment by which the two dear- 
era exchange settlement infor- 
mation. 

What it may not have fore- 
seen was that these questions 
could not be contained within 
arguments over new issue set- 
tlement. More recently the 


AIBD has addressed the wider 
bridge problem head-on, 
describing it as an anachro- 
nism of which neither clearing 
system can be proud. 

Solving the rule 221 problem 
would save the market a few 
million dollars. The abolition 
of the clearers’ 1980 bridge 
agreement and its replacement 
by a contract incorporating 10 
years of rapid market develop- 
ment would push the savings 
into the realms of serious 
money. 

That this is regarded as 
increasingly urgent by the 
Association's membership is 
best described by the chart 
which shows this year’s stag 
nation on the Eurobond mar- 
ket. 

Last year’s peaceful mood in 
Vienna was sustained by what 
hindsight has shown were prof- 
its creamed from the extraordi- 
nary revenues generated by 
Japanese equity-related busi- 
ness. So far, not a single Japa- 
nese equity-related deal has 
emerged this quarter. 

On top of this, underwriters 
are increasingly, but seriously 
suggesting that the profits of 
their fixed-rate business are 
not enough to cover overheads. 

From that perspective. 
Amsterdam is a testing ground 
of the AIBD's self-proclaimed 
status as an intelligent, 
self- regulating supervisor of 
the international capital mar- 
kets. 

Andrew Freeman 
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^ et Some time still to kill before rally 


IS THE US bond market 
overtrading on the basis of spe- 
cious macro-economic data? Or 
not? 

Not at all, if one accepts the 
conventional wisdom, which is 
the unexpectedly sadden weak- 
ening of the US economy 
implicit in the rally-rousing 
date of the past two Fridays 
and the fact that the long 
bond's yield has tumbled by 36 
basis points from Its Olympian 
heights of 9.02 per cent just a 
fortnight ago. 

The conventionally minded 
fixed income market was in 
conventionally high spirits at 
the end of last week as the 
latest round of economic statis- 
tics - a drop in the producer 
price index (PPD and weaker 
April retail sales figures - 
appeared to confirm the weak- 
ness of the US economy 
already snggested by gloomy 
April employment figures. 

The rally on Friday, for the 
second consecutive week, thus 
produced a 1% point jump on 
the day in the price of the 
benchmark 30-year Treasury 
long bond, with the yield foil- 
ing 14 basis points on the 
week, to 8.66 per cent So far so 
good on a conventional basis. 

The data that fired the mar- 
ket's enthusiasm would appear 
to indicate a dramatic shift in 
both the inflation outlook and 
the health of the overall econ- 
omy. Two weeks ago interest 
rates were worrying, the econ- 
omy seemed to be rebounding 
and investors had pushed the 
long bond’s yield above 9 per 
cent, fearing a tightening of 
credit policy by the Fed. 

Friday's 0.3 per cent decline 
in the April PPI inflati on- in 
common with the worse than 
expected April employment fig- 
ures, suggests that credit pol- 
icy will be left unchanged 
tomorrow at the Federal 
Reserve's Open Market Com- 
mittee (FOMC) meeting. 

And the 0.6 per cent April 
retail sales drop, the biggest 
de clin e since last October, 
underscores both the continu- 
ing softness of consumer 
spending and the Fed’s need to 
worry more about recession 
than rebound. 

This week’s diet of economic 
indicators is rich, and includes 
two choice morsels for the 
market These are tomorrow's 
industrial production data, 
which could indicate further 
weakness of the economy and 
Wednesday's consumer price 
index (CPI), which could offer 
additional evidence that infla- 
tionary pressure is waning. 

Mr Robert Brusca, chief 


economist at Nikko Securities, 
points out that the PPI figures 
are usually more volatile than 
the consumer rate and says 
this week’s CPI figure is likely 
to confirm the PPL “When 
inflation breaks out, it usually 
rears Its ugly head first in the 
producer area and likewise, 
when it cracks, that shows up 
first in produce prices too." 

The Americans certainly 
love their economic indicators 
and nowhere is the herd 
instinct on better display than 
in the market’s knee-jerk reac- 
tion to the stats. 

The few contrarians out 
there argue that the drastic 
change in expectations trig- 
gered over the past six trading 
days may offer strong signs of 
a weakening in the economy, 
but tends to ignore potential 
threats to the rally and, more 
than anything else, indicates 
that it may be premature to 
judge the macro outlook over 
the next three quarters. 

Up until Friday’s PPI and 
retail stats the market’s behav- 
iour last week was predict able 
enough. Treasury prices soft- 
ened going into the three-day 
$30.5bn auction of three. 10 and 
30-year securities and strength- 
ened on the way out. 

The Japanese, contrary to 
some forecasts, did not lose 
their appetite for Treasury 
paper. Retail buyers put in a 
respectable appearance in the 
three and 10 -year auctions, 
confirming that America’s 
notoriously low savings ratio 
may be experiencing a momen- 
tary inversion. 

Yet hardly anyone in the 
bond market appeared to be 
much moved by the noise com- 
ing from Washington, where 
President Bush and Congres- 
sional Democrats are engaged 
in what is widely described as 
an “Alfonse and Gaston” pan- 
tomime over who will be the 
first to propose a desperately 
needed tax hike. 

The tax-and-budget show, 
which stars Mr George “Read 
my lips: No new taxes” Bush at 
his most wafflingly indecisive 
best and the Congressional 
Democrats as the Cowering 
Crusaders a gains t the deficit, 
would be vaguely amusing 
were it not for the genuine risk 
of yet another year of mediocre 
fiscal management and non-de- 
cision. 

The leading monetary 
authorities - Greenspan of the 
Fed, Seldman of the FDIC and 
Clarke the Comptroller - 
meanwhile made a point of 
urging bankers not to abandon 
their crisis-ridden real estate 


customers and insisting that 
their attempts to impose a 
more stringent discipline on 

Hank landing Were HOt TBOUy 

intended to suggest a more 
stringent discipline on hank 
lending. 

Wall Street, which is well 
acquainted with both the sorry 
state of real estate and with 
Washington's continuing tax 
trauma, chose not to read any- 
one’s lips. Instead, the comput- 
er-literate and number-crunch- 
ing Wall Street crowd prefers 
to focus on the daily state at 
the end of its collective nose. 
One Tymn in a contrarian mood, 
however, is Mr David Hale, 
chief economist at Kemper 
Financial Services in Chicago, 
who grouses that the bond 
market spent the opening 
months of i960 wen and truly 
overtrading on scattered and 
specious data. And perhaps he 
has a point. 

Mr wale reckons the deficit 
scare Hn«t yet to emerge as an 
issue ?nrt says there is growing 
evidence of a widening of the 
fiscal deficit “as a consequence 
of weak corporate tax receipts, 
steady growth in ordinary gov- 
ernment spending and the 
large increase in thrift indus- 
try bail-out costs.” 

The bond market, claims the 
man fmm Kemper, is “deriva- 
tive driven” by the stats and is 
trading ever greater sums of 
money on the basis of eco- 


nomic data whose indicative 
quality Is deteriorating. 

Threats to the present rally 
could include a 1990 deficit 
blow-out beyond anyone’s 
expectations, a reassessment of 
the April employment data as 
distorted by the Easter Holiday 
and a US dollar whose prospec- 
tive weakening has not yet 
been digested by the market 

Also, it seems likely that 
profit takers will become a foo- 
ter given a 3% point run-up in 
the price of the long bond in 
just two weeks. The middle 
ground lies somewhere 
between those who are now 
Nouveau Bears on the econ- 
omy and Nouveau Bulls on the 
bond market and those few 
doubting souls in the “it's «hti 
too early to tell from the fig- 
ures” camp. 

The truth may well be that a 
deficit-scare is still to come 
even though inflation does 
appear to be easing. The US 
economy remains patchy, with 
a consensus prognostication of 
a low-growth channel, but tins 
need not exclude the prospec t 
of sectoral or macro-statistical 
blips. For the tinte being how- 
ever. the market decided 
that the economic indicators 
are anything but specious. 
Why stand about arguing - 
say the short-termers - when 
there’s money to be made? 
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IT ISN’T over ’til it’s over, said 
Yogi Berra, the US baseball 
player. The gilts market might . 
remember his remark this' 

week. 

For the UK economy, the 
point at which it will be over is 
a long way -in the future. The 
Retail Price Index, released 
this Friday, will indicate how 
bad inflation may get, but not 
how long the situation will 
take to improve. Consequently 
the gilts market may have 
some time to wait for its long- 
promised rally. 

Analysts said on Friday that 
tiie strong positive reaction on 
Friday to the local government 
election results reflected the 

fears that hnH r un aro und tHo 

market in advance of the 
results rather than hopes- that 
thing s had reached a turning 
point It also followed strong 
bond market performances in 
the US and Germany. 

The benchmark Treasury 
u.% per cent 2003/2007 ended 
Friday 2ft higher at 97% to 
yield 12.05 per cent, (me of the 
strongest one-day perfor- 
mances all year. (Sit futures 
also had a strong day; they 
advanced after- moving 
through key chart points. On 
the London International 
Financial Futures Exchange, 
J une long gilts were trading at 
80%, up 2% from late Thurs- 
day on heavy volume. 

The reaction was remarkably 
favourable considering the 
Conservative losses. “The mar- 
ket was phenomenally over- 
sold," said Mr Peter Spencer of 
Shearson r^hman Hutton. “It 
was squeezed, and was due for 
a technical rally," said Mr 
John Shepperd of Warburg 


IfK gilts yields 

Restated at par (%) 
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Securities^ But, Mr Spencer 
emphafriapd- “The. political 
economic landscape has not 
changed. There is still a major 
Inflation problem and a very 
substantial Labour majority 
built into tibe electorate.”* 

Despite last week's rise, 
retail investment interest is 
still absent The buying came 
mainly from market makers 
trying to square their books, 
rather than retail investors, 
said Mr Shepperd. Indeed, ear- 
lier in the week there had been 
significant selling from Japan, 
said Mr Ian Abrams of Nomura 
raw* 

The market's paHfical tears 
have been linked with the UK's 
economic problems, there 
is stm no of an end to 
latter. 

The market’s median expec- 
tation for the RPI is for a 
monthly rise of 3J1 per cent, 
according to the forecasting 
group IDEA, and 3.0, or 9.4 per 
cent, according to MMS. What- 
ever the market forecasters 


say, there is a widespread 
belief that anything under dou- 
ble figures would be a rel ief . 

Assuming that the market 
has discounted a high forecast 
for RPI, it could thus rise even 
on relatively high monthly 
inflation greater than the 
annual rate of many of our 
European neighbours. This is 
indicative of the mood: o nce 
the bad news is out of the way, 
gilts will become attractive 
again. 

But the Infla tionary problem 
will not be solved by one 
month’s figure, especially 
given the uncertainty of the 
Government’s statistical 
releases. Most forecasters are 
predicting that August will see 
the inflationary peak. The 
inflationary profile can be bent 
if wage rises follow the price 
trend, or if food prices foil to 
come down in line with the 
Government's predictions. 

Given the concerns about 
wage inflation, the Confedera- 
tion of British Industry Indus- 
trial Trends survey provided 
some hope by indicating a con- 
tinuing in manufacturing 
employment. This hss yet to 
show up in the unemployment 
figures. The Twfru-natinnai Mon- 
etary Fund noted last week: 
“The ques tion remains 
whether [UK] monetary policy 
is 'sufficiently tight to arrest 
and then gradually reverse 
‘cost-price pressures, particu- 
larly in view of the tight condi- 
tions prevailing in labour mar- 
kets.” 

The overseas environment 
still seems uhpropitious for a 
general bond market recovery. 
Real interest rates have risen 
by nearly a percentage point in 


the .Group of Seven industrial 
Used countries since the begin- 
ning of the year, according to 
MrPeter Ftellner of Consensus 
Economics- In the UR, 
the difference between the 
expected 10 -year inflation rate ; 

and tiie p^ninfll lOyfiflT bond 

yield, the real rate of interest 
has risen to 7.5 per cent, he . 
says. This compares with 45 ■ 
per nmt. in the US, 5.7 per cent 
in Germany and 5 3 per cent in 
Japan. . ,. 

The good omens in other 
bond markets last week may 
prove difficult to repeat, and 
world interest rates are likely ■ 
to be higher by the mid of the 
summer. The Government’s 
policy bind over inflation and • 
interest rates is unlikely, there- ■ 
fore, to disappear much before 
the end of the year. 

This is reflected m the Citys 
forecasts of increased inflation - 
for the fourth quarter. It also 
incorporates a growing belief. 
that, intere st rates cannot come - 
down; Indeed, they may have- 
to rise once more. If so, the 
political situation may also - 
have yet to reach its trough. 

Sterling may be the lever; 
upon which these p o litical and . 
economic pressures press. 

By-elections are, in a sense, - 
Ifkw economic indicators. They . 
give a snapshot of reality, 
rtapantfing on what sample is ■ 
tab- pn awl which tim e period. 
Both the elections ami the RPI . 
figures may show that things' - 
are not as had as the markets 
had discounted; they do not * 
prove that the Government’s 
policy dilemmas have disap- 
peared. 
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We arrange only those mergers that we know 
will result in long-term business harmony. 


Think together, grow together 
Think about it. 

Pierre and Marie Curie. Wilbur and 
Orville. Gilbert and Sullivan. 

Irrefutable proof, one and all, that two heads are 
better than one — as long, of course, as they work with 
one another toward their common end. 

At Nikko Securities, we believe that no two 
entities, business or otherwise, should come together 
without common principles and a common vision. 

Which is why all the M&A transactions we've 
arranged so far have been friendly in intent. 

All provided mutual benefits in equal measure. 

And all, predictably, have led to accelerated 
growth and sustained business harmony. 


Global connections, total services 

Recently, Nikko put this policy into practice by 
strengthening our own ties with die Blackstone Group 
of New York who, like us, have no dealings with raid- 
ers. And no financial buccaneers for clients. 

Backed also by our 119 branches across 
Japan, M8cA teams in almost every office 
in our 19-country network, and 
comprehensive financing services, 

Nikko is positioned now as never before to bring busi- 
nesses together from around the world. 

If you haven’t yet hit the right chords in your 
search for new business partners, it’s time we had a talk. 
It could be the prelude to a great joint performance. 
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INTERNATIONAL CAPITAL MARKETS 


Tougher ‘insider* rules 
planned for French bourse 


By George Graham in Paris 

FRANCE’S stock market 
supervisors have produced a 
batch of sew regulatory texts 
which will, if approved by Mr 
Pierre B&Sgovoy, the Finance 
Minister, form the basis of 
French practice on financial 
information, insider dealing 

and market manipulation. 

The Commission des 
Operations de Bourse (COB), 
which has drafted the new 
texts, has based its work 
closely on the recommenda- 
tions of a committee chaired 
by Mr Dldier Pfeiffer, manag- 
ing director of the UAP insur- 
ance group. 

The commission was set up 
following public doubts over 
whether several leading finan- 
ciers involved in the 1988 stock 
market raid on Soci£t£ Gener- 
ate, the privatised bank, had 
profited from, privileged fandrfp 
information. 

■The texts lay out a clear defi- 


nition of inside information, 
covering both the directors and 
employees of a company and 
any of their advisers. They for* 
bid these Insiders either to 
profit from the information 
they possess or to pass it on to 
anyone else. 

The COB also wants all 
listed companies to publish 
“exact, precise and sincere" 
information on any important 
fact which might affect their 
share price, as soon as possi- 
ble. 

Information published In 
France must be at least as 
complete as that published 
abroad - Paris analysts have 
often had to scrutinise the fil- 
ings made by French compa- 
nies with the US Securities and 
Exchange Commission (SEC) 
for their New York listings to 
obtain fall information. 

What could be one of the 
most important changes in the 


texts is a new procedure by 
which listed comp ani es and 
financiers can obtain a prior 
written decision from the COB 
on an operation which they are 

planning 

This new procedure, already 
used in the US, was described 
by Mr Pfeiffer as the most 
innovative of the proposals 
made by his commission. 

These written decisions will 
normally be published in the 
COB’S monthly bulletin - 
though publication may be 
delayed until the operation in 
question is completed - and 
are expected to form the 
of a jurisprudence stmiipr to 
that built up, for example, by 
the Takeover Panel in the UK. 

Other measures included in 
the texts cover the indepen- 
dence of fund managers, 
manipulation of market prices 
and dealing by companies in 
their own shares. 


By Robert Glbbens in Montreal 


BOTH Canada’s large ah-iinea 
ran Into strong turbulence in 
the first quarter, due to to ris- 
ing fuel costs and a weak 
domestic economy. 

Air Canada, the dominant 
carrier privatised over the past 
two years, incurred a net loss 
of CgLSm (US$1 1m), or 18 cents 
a share, virtually unchanged 
from the 1989 quarter. Exclu- 
ding interest and gains on 
asset sales, operating loss was 
$40m, against a loss of $28m a 
year earlier. 

While operating revenues 
rose 12 per cent to $830m with 
growth in. passenger traffic and 
maintenance contract reve- 


nues, operating expenses were 
up 13 per cent, reflecting a 24 
per cent rise in fuel costs and a 
10 per cent gain in wages. 

Mr Pierre Jeanniot, Air Can- 
ada’s president forecast a diffi- 
cult year ahead. The airline 
has sold a further small 
tranche of GPA Group shares, 
reducing Its holding from 93 
per cent to 9 J. per cent 

First-quarter passenger load 
factor averaged 683 per cent 
against 663 per cent and yield 
per revenue passenger mile 
was unchanged at 153 cents. 

PWA, parent of Canadian 
International Air Lines, posted 
a loss of C$34 2m, or C$1.09 a 


share in the March quarter 
against a loss of C$i93m, or 87 
cents, as it struggled with 
problems from the takeover of 
Wardair last year. 

Wardair’s fleet has almost all 
been sold and big reductions 
made in CIAL manpower, but 
PWA is saddled with heavy 
debts and faces more erosion 
in market, share. 

Both airlines are trying to 
bolster their international 
routes, particularly in the 
Pacific area. Analysts believe 
the outlook for the fourth quar- 
ter is clouded by the soft North 
Ame ri can, economy and cats in 
business flying. 


LVMH 
reveals 
20% rise in 
first quarter 

By George Graham 

LVMH, the French drinks and 
luxury goods group, has 
announced a 20 per cent 
increase in net profits In the 
first quarter of this year. 

The group announced no fig- 
ure for profits, but said its pol- 
icy of covering exchange rate 
risks bad significantly limited 
the impact of the weaker yen, 
which had reduced sates, par- 
ticularly in its cognac and lug- 
gage divisions. 

The yen fell In value by an 
average of 21 per cent in the 
first quarter, while the dollar 
and the currencies attached to 
it, including many of LVMH’s 
significant Far Eastern cus- 
tomers, fell by 9 per cent. 

Group first-quarter sales 
rose to FFr4J52bn ($819m), up 
4 per cent from the previous 
year or 14 per cent at constant 
exchange rates. 

Only the perfume and cos- 
metics division, including Par- 
ftzms Christian Dior, showed a 
significant increase in sales, 
rising 10 per cent to 
FPrl-07bn. 


Generali raises dividend 
as earnings rise 14.7% 


By Haig Slmonlan in Milan 

ASSICURAZIONI Generali. 
Italy’s biggest insurer, raised 
net parent company eamippe 
by 14.7 per cent to L3902bn 
($324.4m) last year from 
Lmibn. Preliminary consoli- 
dated group profits rose by 11.7 
per cent to LS70bn after tax, 
from LSlOJSbn. 

Generali Is raising its divi- 
dend by 6.1 per cent to L3S0 a 
share from L330 and Timin g a 
bonus issue of one new share 
for every 10. 

Total group premiums at 
Generali, which last March 
bought a 95 per cent interest in 
the US-based Business Men’s 
Assurance (BMA) company, 
were Ll3,467bn, up from 
Ll0371bn. Consolidating BMA 
should add at least a further 
$400m to group premium 
income year. 

Parent company premium 


Income rose by 102 per cent to 
L5.505.7bn, with life policies 
once again showing the stron- 
gest growth. Domestic life 
insurance premiums jumped 
by 205 per cent Overall, life 
insurance accounted for 
L30l.4bn of parent company 
net profits, with the remaining 
L88.8bn attributable to the 
non-life side. 

The company's investment 
portfolio grew by almost 13 per 
cent to LZ4284, while net 
Investment income jumped 1S.1 
per cent to Ll.089.4bn. 

• Riunione Adrlatiea di 
Slcorta (RAS), Italy's second 
biggest private-sector insurer, 
which is majority -owned by 
the Allianz group, raised net 
profits to L136bn from L61bn in 
1968. Premium income at RAS 
rose by 7 per cent to L5396 at 
group level and by 14.4 per 


cent to L2525 for the parent 
company. 

Despite the profits leap, 
which stemmed from one-off 
capital gains, the company said 
underwriting performance had 
been unsatisfactory. 

The company spent L145bn 
in taking a stake in the joint 
venture which Allianz estab- 
lished last year with the insur- 
ance activities of the Naviga- 
tion Mixte group in France. 
That investment has given 
RAS 5 per cent of the new 
French venture, alongside the 
45 per cent held by Allianz. 

Following the recent deci- 
sion by Allianz to merge its 
French insurance activities 
with Navigation Mixte, RAS . 
will hold about 6 per cent of 
the new combined entity, 
alongside some 58.5 per cent 
held by Allianz. 
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Afcol, Amrel up despite fall in demand 


By Philip Gawtth in Johannesburg 


ASSOCIATED Furniture 
(Afcol) and Amrel, two landing 
fUmiture and household goods 
suppliers in the South African 
Breweries group, showed 
improved profits in the year to 
March 31, despite a slowing in 
consumer ifawand and restric- 
tive hire-purchase legislation. 

Afcol lifted turnover 21 per 
cent to R701.4m (USS266m) 


with trading profit rising by a 
similar amount to E58.4HL A 
higher interest bill, however, 
meant attributable profit rose 
only 12 per cent, to R46.7HL 

Earnings and dividends per 
share were both 12 per cent up 
at 1903 cents and 95 cents 
respectively. 

Amrel lifted turnover by 12 
per cent to R849m. -Pre-tax 


profit was 8 per cent 
up at R40.3m. Furniture 
sales remained buoyant, bnt 
appliance turnover foil dramat- 
ically and footwear and 
apparel sales fell rapidly In the 
second half. 

Earnings per share were 2 
per. cent up at 245 cents and 
the dividend was increased 1 
per cent to 82 cents per share. 


Minebea climbs 
on strong sales 

PRE-TAX profits of Minebea. 
the Japanese bearings and 
semiconductor group, rose 93 
par cent to Y&lbn ($53m) on 
sales up 5.2 per cent to 
Y883bn in the ax months to 
end-September, writes Ian Rod- 
ger in Tokyo. 

The company cited strong 
domestic demand as contribut- 
ing to the growth. Net profit 
was Y43bn, up 1B.4 per cent, 
thanks In part to a reduction 
in corporate taxes. For the full 
year, the company expects 
pre-tax profits to reach 
Y16JSbn, up 4.4 per cent 

Repsol slides 

REPSOL the partially 
pr ivatise d Spanish energy con- 
glomerate, reported net first- i 
quarter income this year of j 
Ptal7.5bn ($l70m), down 
slightly from last year’s 
Ptal79bn, writes Peter Bruce. , 
Due to the strength of the 
peseta net dollar income rose 
nam to $l62m. 


MERCURY OFFSHORE STERUNG TRUST 
Soctete dlnvestissement & Capital \kriable 
14, rue lin Tfayes, L-263C Luxembourg 
Grand-Duchy of Lirsrmbonrg 

R.G. Luxembourg B 24990 

Shareholders are in formed that the registered office of the Fund "MER- 
CURY OFFSHORE STERLING TRUST** has changed to 14, rue Ldon 
Thyes, L-2636 Luxembourg. Furthermore, the name of the class ” MER- 
CURY OFFSHORB STERUNG TRUST — CA SH FU ND CLASS “ haa 
been changed into "MERCURY OFFSHORE STERLING TRUST — 
RESERVE FUND CLASS**. 

Shareholders in the Fund "MERCURY OFFSHORE STERLING 
TRUST" may tender their sharecertificates for stamping at the counters 
cf the paying agent, BANQUE INTERNATIONALE A LUXEMBOURG, 
2, boulevard Royal. Luxembourg, during a period ranging from May 28th, 
1990 to June 8th, 1990. 

The current Prospectus of the Company is available at the registered office 
of the Company. 

THE BOARD OF DIRECTORS 
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US. $50,000,000 

Floating Rate Capital Notes due 1994 

In accordance with the provisions of the Notes, notice is 
hereby gbrn that the Rare of Interest, for the Period 
15th May, 1990 to 15th November, 1990 has been fixed at 
8%% per annum. 

The Coupon Amount in respect ofU-S. $10,000 nominal of 
the Notes will be U.S. $44722. 

The Interest Payment Date will be 15th November, 1990. 
Agent Bank 

Samuel Montagu & Co. limited 
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Independent Companies Exchange Limited 

77 Mansell Street, London El 8AF 

Telephone 01-488 1212 fH 

Member of TSA ™ 


Granville Davies limited 
77 Mansell Street, London £1 8AF 
Telephone 01-488 1212 
Member ofThe ISE & T5A 
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BusinessWeek 


This week’s topics: 

Hot Growth Companies: Hie World's Best 
Now ft Looks Like RUE DE M ADISON 
Will The U.S. Raise Taxes? 

Tokyo's O-T-C Market is Still Ablaze 
Sotheby's Art Deal Of The Century 

Now available at your newsstand! 
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TWO investment funds 
totalling 1500m, which will 
Invest in US mortgage-backed 
securities, will be launched in 
Europe by Citicorp this week. 
Both are aimed at non-US Insti- 
tutional investors. They were 
marketed in Japan last week. 

The first fluid will invest in 
privately Issued mortgage- 
backed securities without 
agency guarantees but with 
ratings of at least AA. 

It will pay a semi-annual 
coupon of 80 basis points over 


London interbank offered 
rates. 

The second will have a guar- 
anteed semi-annual coupon of 
GSL5 basis points over Libor and 
will primarily invest in US 
agency securities, with AAA 
ratings. It will invest a mini- 
mum of 70 per cent of assets In 
agency securities, guaranteed 
by the Government National 
Mortgage Association, the Fed- 
eral National Mortgage Associ- 
ation or the Federal Home 
Loan Mortgage Corporation. 


The eight-year fluids will be 
able to use derivative markets 

- such as swaps, caps or floors 

- to manage the interest rate 
or shift the duration of the 
portfolios. 

Non-US institutions have 
shown a growing interest in 
US mortgage securities, but 
many are uncomfortable with 
their uncertain repayment 
which follows from the abso- 
lute right of US mortgage hold- 
era to prepay their fixed-rate 
mortgages without penalty. 


More US banks face downgrading 


By Alan Friedman in New York 


STANDARD & Poor’s, the US 
credit rating service, expects 
the slump in the real estate 
sector and related loan prob- 
lems to lead to the downgrad- 
ing of several US banking 
groups in the near future. 

Mr Robert Swanton, a bank- 
ing analyst at S & P, said con- 
tinued illiquidity, especially in 
the East Coast real estate mar- 
ket, would combine with more 
stringent regulatory controls 
to cause a deterioration of com- 
mercial real estate loan portfo- 
lios. 

. Mr Swanton said bonks in 


the Mid-Atlantic region (from 
New Jersey down to Vhgina) 
would be the next area to be 
hit and dted the latest down- 
grade by S ft P, announced last 
week, of MNC Financial, the 
Maryland bank whose rating 
was lowered to A-from A. Real 
estate loans account for 30 per 
cent of MNC’s total loan book 
of $14bn. 

Last week S & P downgraded 
the ratings of Bank of Boston, 
FLeet/Norstar and the Rank of 
New England, three north-eas- 
tern banks bit hard by the real 
estate recession. 


Moody's Investor Service 
meanwhile downgraded Chemi- 
cal ftynlr, also citing the real 
estate problem. 

Mr John Reed, Citicorp 
chairman, said he expected 
Moody's to downgrade his 
bank's rating. S & P already 
moved two weeks ago to lower 
Citicorp’s rating. The bank, 
largest US commercial real 
estate lender with a loan book 
Of tl2.6bn, also Miwitwl that 
its non-performing real estate 
loans could rise this year by 
$500m to S600m from the cur- 
rent level of gLSbn. 


DnB vice 
president 
to quit 
in autumn 

By Karon Fossil 

in Oslo 

MR KRISTIAN RAMBJOER, 
the former chief executive of 
Den norske Credi thank (DnO 
before it was merged with Ber- 
gen Bank to form Den norske 
Bank (DnB), is to step down by 
this autumn from his new posi- 
tion as executive vice president 
of DnB. 

Mr Rambjoer's stay with 
DnC has been an eventful two- 
years. He was appointed DnC's 
chief in mid- 1988 following an 
unprecedented shake-up of the 
bank during its 140-year 
history and disclosures of huge 
losses on loans, guarantees 
and securities trading for 
1387. 

Losses on loans and guaran- 
tees continued to plague the 
bank - NKrl.7bn i$2S6m) in 
1987, NKrl.Slbn in 1988 and 
NKrl.86bn in 1989 - though it 
strongly improved its operat- 
ing profits in 1989 to NKrl.Tlbn 
with Mr Rambjoer at the helm. 

Net losses in 1989 were cut to 
NKr233m from NKr875m in 
1988 and NKrl.44 bn in 1987. 

He succeeded Mr Harald 
Amkvaem, who served os an 
interim chief executive, after 
Mr Leif Terje Loddesoel 
resigned in 1988 over the con- 
troversial affair which had also 
brought down the bank’s 
entire board. 

Known affectionately as 
“Rambo" in Oslo's banking 
community, Mr Rambjoer was 
brought into the bank essen- 
tially as a clean up man. He is 
credited with a sweeping, suc- 
cessful reorganisation of DnC 
in which he was aided by four 
hand-picked deputy managing 
directors. 

Within four months he and 
his team cut DnC’s stall by 
1,200 and by 1989 had reduced 
the bank's costs by NKr400m. 
He also set a dear course for 
tbe bank, improving its effi- 
dency and enabling it to raise 
fresh capital in 1988. 

In October 1989 Mr Rambjoer 
announced that DnC was to 
merge with Bergen Bank, 
thereby completing the strat- 
egy which he had designed to 
put the bank back on track. 
April 14 marked the comple- 
tion of the first phase of the 
merger and prompted Mr 
Rambjoer to consider his 
options. 
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Morgan Stanley Leadership 
in Worldwide Hotel Sales , 
Financings and Acquisitions 
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_ CURRENCIES, MONEY AND CAPITAL MARKETS 

MONEY MARKETS — 

POUND SPOT- FORWARD AGAINST THE POUND LON DO 

Japanese borrowers **“ a - i--T a i a ]g equities 
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THE SWISS franc came under 
the spotlight Last week after a 
period of relative quiet Sud- 
denly the market decided the 
attractions of the currency had 
been overlooked for too long 
EuroSwiss interest rates 
looked attractive when com- 
pared with equivalent D-Mark 
dollar and Japanese yen rates! 
but there was another reason 


UK etoartno hank base tearing rate 
15 per cant 
from October 5 

for the franc's advance: 
demand from Japanese 
companies. 

For several years low Swiss 
interest rates and the high 
value of shares In Tokyo 
attracted Japanese companies 
to borrow by issuing Swiss 
franc convertable bonds 
Companies could borrow at 
lower rates than in yen 
denominated paper, and with 
equity prices rising it was 

£ IN NEW YORK 
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STERLING INDEX 


assumed that the lender would 
be happy to take the option of 
Japanese shares when the 
bond matured, making- the cost 
to the borrower very low. 

Many of these issues are now 
maturing and the situation has 
changed gj gn ifi cantly . as Swiss 
interest rates have climbed and 
Japanese share prices have 
fallen. Mr Roger Portnoy, of 
Thomson Financial Networks, 
believes that about SFrSObn is 
in the process of being 
redeemed, and many of these 
deals are not being converted 
into shares, because of the foil 
in value of Japanese shares. 

The borrower must therefore 
buy Swiss francs to cover these 
obligations. Mr Portnoy 
suggests that in some cases the 
lender might not want the 
shares, and in others the 
Japanese borrower might 
prefer to pay the money rather 
than hand over shares that 
could be undervalued at 
present. In either case the 
result is increased demand for 
the Swiss franc. 
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Natbnri de Hull and Margn Canotp TmL 


MONEY RATES 


NEW YORK 


JAMKESE YEN HMM) 
YULSa S per YUO 


□ase mob 
92-06 9210 

WOO 92-04 
91-25 91-28 

9149 91-20 
91-13 91-14 

41-07 91-08 


90-12 90-20 

9W7 90-M 

90-11 90-07 

90-31 9002 

90-26 89-29 

90-22 B924 

- 89-19 

- 89-15 

• 89-11 

- 89-07 


0.6550 06563 06524 06383 
06568 06578 06543 06402 
06587 06595 06577 06422 


M.MI 

FtdMmlnuncmlnL- 


BBnSOC HUK OKS 

MUStMlnBi 


OS. T8EMU8Y I 
Blnp&lriUI 


Oose 

JJHS 

Low 

Pit* 

92.40 

92.45 

9231 

9230 

92-48 

9255 

9234 

9230 

9Z43 

9247 

9237 

9223 

9235 

9235 

9220 

9Z12 

93 II 

9211 


9191 


0.6100 06153 06092 06125 
06099 06136 0.6095 06128 
06098 06150 06095 06130 


Hlab Low 
91.6 91.48 

9161 9U7 

9L41 9Llb 
9L22 90.99 

9L05 9085 

9099 9079 

9088 90.71 

9085 90.70 


Frariforl 

Pirb 

Zorirfl 

Amsterdam 

Tokjy 

II Bio 


Ooemorib — 

Two mooUi 

10 TWe month..., 

94, SUmonUi 

84, Oaejear — 

- T«0]«*r 

I jfiT 


7S0-7S0 805-015 

r- as » 

ftliofc 8-30-035 

“ lli-Hi, 12%4& 

= n£S% 2® 


Treasury Bills and Bonds 

634 Thrte rear 

7.77 Fomjtar 

736 Fire near 

8 iH SnuiiMi -. 

821 lftfOr 

855 30*nr 


810 

864 

8.66 

819 

866 

— 815 


LONDON MONEY RATES 


SRr 1253M 5 per Sfr 


Oose Iflak Law Air. 

0.7134 0.7205 0.7113 07179 Jw 


Jim 0.7134 0.7205 0.7113 07139 

Sep 07128 0.7202 07109 0.7176 

Dec 0.7127 0.7200 07110 0.7179 

Hi 0.7139 - 07194 


CMHtanfsi 


Cans 

Jim Jot 

_ 1230 1? Tn 

1.575 9.90 9.80 9.®S 10.00 

1.600 7.40 7.40 7.40 7-51 

1625 4.90 090 5JI2 5.« 

LhS® 3-20 2-ffi 3.16 3.99 

1675 093 145 193 2.7B - 

1700 OJtl 105 189 2J» 

Pierian tWs open bC Calk 38U16 Pas 384860 (AH amded 
Prerion Says ntanc CUb 189Sl>«B 25,28/IAU onrendol 


hi* law 
3546 346.40 
359-35 35135 
363.80 35605 


PHU 

Jn Jri 

0.L3 

0J0 035 

020 068 

OiJ 02 

124 2J8 

234 30 

4.05 622 


Sterling CDs. 

Local ArtJwrftjr Deps. ._ 
Local Antiiorltj Bonds .. 

DiscrHUt Mkt OQA. 

Com pan y Deposits ... 

Finance Homo Deposits 

Treasow Bills (Buy) 

Bank Bills (Bpyl 

Fine Trade Bills [Bay) .. 

Dollar CDs. 

SDR United Dtp. Offer. 
SDR Unbnd Dep. Bid ... 
ECU Linked Depi Offer. 
ECU United Dep. BM... 


Orentlgta. 

7 days 
notice 

One 

Month 

Three 

Months 

16 

14% 

15 

15% 

14% 

14% 

W 

15 

15 

Ma 


15% 

l+% 

"ff 

14% 

15% 

— 

— 

15 

15i 

— 

re 

14 U 

14)1 

— 

ra 

ila 

144 

- 

- 

15j| 

15^ 

- 

“ 

a 

10% 

k 

“ 

“ 

10 

10% 


Treasury Bids (seM; ooe-montli 14U per cent three months 14% par cent; Baric Bills (selD: 
ooe-raootb 14U per cent; three months 14 H per cent: Treasury Bills; Averagn tender rase of 
dbarant 14.5813 p.c. ECGD Fixed Rate Sterling Export Finance. Make n day April 30 .1990 . 
Agreed rata for period May 26 to June 25 .1990. Scheme 1: 1 5,94 p.c.. Schema II & in; 16.49 
p-c. Reference rata far period March 311990 to April 30 , 1990, Scheme IV&V; UL247 p.c. 


. __ . «dw« sewn days’ fixed. Finance Houses 
1.1990: Bonk Deposit Rate for sums at seven days notlcn 4 per eenL. 
cosiTiaus or tax Deposit (Series 6); Deposit £100,000, and over held under one month U% per 
cert.- one- three month, 13 per cent: three-six months 13 per cent; six-nine months 13 per ceat; 
rine-tmhe months 13 per cem; Under £100,000 11% per cent from Oct 9,1989 . Deposits 
withdrawn for cash 5 per cent- 


FT- ACTUARIES WORLD INDICES 

Jointly compiled by The Financial Times Limited, Goldman, Sachs & Co., and County NafWest/Wood 
Mackenzie In conjunction with the Institute of Actuaries and the Faculty of Actuaries 


NATIONAL AMD 

RECBONAL MARKET'S 

Flgurm* In parwithosea US 

show number of stocks Dollar 

pur grouping Indax 

Australia (81) 132.7B 

Austria (19) 259.22 

Belgium (81) 162.09 

Canada (120) 136.19 

Denmark (34) 250.35 

Finland (26) 134.16 

France (125) 16*38 

West Germany (93) 137.04 

Hong Kong (48) 123.07 

Ireland (17)...; 179.51 

Italy (86) 103-28 

Japan (454) 149.12 

Malaysia (35) 22a 03 

Mexico (13) 443.06 

Nethertand (43) 140.41 

New Zealand (17) 61-56 

Norway (23)..... — 244JJ3 

Singapore (25L — ...... 196.Z1 

South Africa (60) 190.47 

Spain (42) 162.16 

Sweden (35) — — .' 201.92 


nUDAY MAY 11 1880 


THLnSOAY MAY 10 1890 


DOLLAR HEX 


96 change 
since 
DAC29 ‘89 


% change 
Local local cur- 
Currency rency since 
Index De&28 ~89 

115.91 -9.0 

219.79 +37.4 

128.78 -8.6 

11822 -9.0 

212J38 -2.0 

109.43 - 3^ 

145.60 +2B 

116.16 +6S 

123-09 +4^ 

154.18 -6.4 

92^1 -0.4 

143.89 — 108 

228^0 “4.1 

1367.28 +42.B 

117.46 -6.4 

57.11 ' “ tl.4 
211.50 +182 

167.71 +a.i 

16423 +a0 

126-22 -6.6 

179^5 +U 

88.26 -1.9 

130.57 -10-5 

143.18 -0.6 


Local 

Currency 

Index 

11S12 

220.07 
128.45 

114.65 
212^8 
109S5 
146.25 

118.07 
123.97 
165-01 

93.00 

141.84. 

226.19 

1352.09 

117.02 

56.94 

207.53 

166^1 

166.65 
125^4 
177.77 

86.70 

129.55 

138S7 


Year 

ego 

(approx) 

139.10 

123.54 

13232 

136J51 

180.60 

150.08 

117.86 

83.47 

139^4 

145.46 

78.94 

187.66 

181^4 

178.40 

118.62 

71.76 

184.79 

157.32 

137.45 

152.05 

156.78 

71^0 

148.91 

127.78 


ibiiteri Klnmfnni ( 308 ) 148.09 -6 7 130 S 7 13 a 57 -ms O-Uf i b»J 3 i«.ao idmi 130,87 146.91 

iS” -ol ikS 14 i 1 B - 0.8 3.41 138 i >7 122^0 138^7 145.40 mei 127.78 

Eu - ryTTaaei 14407 +l3 12 ?!m T&JB& -3.5 OBI 143J» 126-53 123.39 146.66 135-57 118-23 

19031 +& 174 85 165J51 +1^ 150 196.34 173.K 164.46 201^9 185XM 15094 

K5fcOn"fffW ) 147^2 “23.4 13a07 141.87 -18.9 0^ 141.W 1^.78 192.75 124.63 183J6 

Pnm-Pncificl164G) 14050 —15.1 12917 135.03 —13.6 1.97 142J57 126.08 133.63 174.18 130.35 157.44 

S 8 >iEnMftM(Sn 14172 -li iSie 14047 - 1.1 3-41 138.69 122.65 137^7 145-78 131.02 128.21 

13949 + 6.4 119.11 +1-3 2.77 138^4 122.78 118.91 139.48 124.81 100.47 

-54 112*2 115-88 -3* 5^3 127.03 112.34 115.^ 139*2 122.53 134*4 

Edl^US^aa^ 14175 -14* 129*9 135.03 -102 2.04 142.97 128.43 133.88 173.77 131*0 156*3 

SSSlS&tS flam' 14363 -10* IM64 138*2 -9.1 2*4 139*9 123.71 135*3 182*0 130.80 145*3 

ffidl£ SO 3(2316)“ fSra -10* mre iSw -9.4 2.49 140.16 123*5 1M*6 161*4 131*5 145*3 

5toS&:SiaS , ®r. iSS -S3 ii*i 134.04 -2.0 3*8 w 7 124.40 132*0 145*2 134.02 124*0 

The World Index (2376)^ 144*1 -10.4 126*8 137*6 -9* 2SQ 140.46 124*1 135*8 162*5 1 32*S 145.lT 

Base values: Dec 31. 1968 - 100: Rnland: Dec 31, 1987 - 115.037 (US $ Index), 90.791 (Pound Storting) and 94*4 (Local); Nordic: Dec 30. 1988 - 
139.65 (US S Index), 114.45 (Pound Sterling) and 123.22 (Local). . .. . iQ __ 

Copyright, The financial Times Limited, Goldman. Sachs & Co., and County NalWest Securib« 198 ^ . . 

ConMftoerd changes: AddWon: dbo-Gelgy Registered (Switzerland) (10(6). Name change: Greyhound Corporation to Greyhound Dial Corporation 

(10/5). 
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- F.P. 
100 FP 

- F.P. 
SOD FP. 
5« r.p 

IS FP 

m fp 

i F.P 
flOO F.P 

- F.P. 

- F.P 

- FP 

a if.! 

166% FP. 


M U 

4% % 

•» <ll 

148 119 

64 48 

46 31 


M3 135 
63 46 

203 2» 

49 » 
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to. Wirraou 

CBmtwtOCM Wntt. 
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Do Wmrarii 

FhaPtUlpw UsTB. . 


FbBtr (Altai) Wno.... 
FhmtaiOnFMgtoi - 

to. Worm 

FmxPmpefiyla 

to Wvnas . . . 

I m w jMilui DKL 10p ... 
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Ob 
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- 

- 

14 *3 

- 

- 

% 

- 
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MHibmbwtaonU ... 
SumSritci Growth Tn. 

to Warrami 

TenpkumEmmy Wrreb 
irvarihwwmm ... 
Vrntvtbw fit Grand Ip 
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to be MradlOp .... 


FIXED INTEREST STOCKS 


iiiao 10 |5j 


■eve 

Price 

Annual 

Paid 

LattB 

Rffwnc 

1990 

Suck 

□otBfl 

Price 

£ 

re 

Date 

High 

Lm 


I 

100 

10245 

lOOp 

loop 

LOOp 

F.P. 

FP 

FP. 

FP 

2Sp 

F.P 

FP 


101 

85p 

106% 

90 

5n 

102% 

960 

35p 

MbiebMTogs 12nc to. BK L*. 2005 
[Matwrii togplft pc WrO Or Cm « 
3arun*DrhwTa6%pcRPl-LBt DbOTS.. 
f4epwwtbCaaFln.ll%pcOi Bdt2D05 . 
t a Coture95nc Or B* ZiA. 

NynAaniGiaw9375pc0w.Pf . 

tetrnatatoOMiaLCaPfZto ... 

90 

Rpi 

1061. 

98>sP 

3a 
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RIGHTS OFFERS 


Latest 

Aeronc 

1990 

Dm 


Low 


47pm 44po ADM Utah Bnnte . . - 

%pm %pm Am m an# LnewZp - 

26em 23pm KUmoo C*nh 10p . 

2pm 2)m HotUxtb lOMUn U 

Upm 10pm PWSHtdff I0P- 

90pm 40nra PanbnFitnOilMtS . 


560 I BN I -I 90pm I 4Qpra I Ptato Frew Onto . .... 1 50pm I 

j AnmnJoed tirvidrod bFiurolnMdnopraM(lw«aaiwe dOWOerirattenriprpnjaUf n out of apiul 
me tuud on dhirind an lull crouri. t Atamwa dMdrad and yMd n Ewniqp iuned on preUnuuiy hgwrt i 
DMdrad amt ytrld odadr nsw pnmnL u FoncmL nr csthnriri waflMd dnkhM rm». (Mr baud on 
prnkn rear's taralnp. H DMdmd rad yMfd baud an pranctm or am# official caiman to 1W9 « Dtudm! 
and jnridbJKd on prapram or oUKTOffKUIraouta Nr 1990-91 L EitimOM MeuUad Oindrod.cwrr and p/r 
beM pn koua anal rarmra U Otwoond awl jttM butd oo praDcon or otbe official etineus (or 1990 N 
DMdtnd an) ylrM bud on pro ip ectig or eOwr rifdal *«!■»■«*« lor 19B9fW 0 (ran R Fomaa anouilaed 
dMdfm, mm, mu, |W minima »#i ml Imarm W b« fimu lifM * tSUCd D) IMOa. 

4 Oflfred to boWm ri anbmiy shwn » j "rhpxr 1 mndactlaa. | Plocrig price, ff fkMraduUion f UdHhm 
uathis martn. * lure Marts. B Uria compming 11 new erf. & 2 wraps. 4 tend 0 caamcinm with 
imtwnhdlion. awgrr or ukfora. 


ACROSS 

1 Plain girl goes to dance (6) 

4 Whore in Africa one backs 
the law to some degree (6) 

8 Fit to work like a horse (7) 

9 Stays in different sectors (7) 

11 Business advertisement on 
TV (10) 

12 Turns and leaves (4i 

13 Speeds with which notes ore 
produced (5t 

14 Time soon modifies feelings 
(S) 

16 Motherly resolution to alter 
man (B) 

18 Drinking bonder (5) 

20 He has a quiet summer in 
France (4) 

21 Incredible doctrine of a 
bygone age (4,6) 

23 Unpaid companion in a bib- 
lical city (71 

24 It's a fixed sort of charge (71 

25 Cramped northern shaft i6> 

26 An academic is killed while 
bunting (6) 


DOWN 

1 Philosopher whu gets on 
with soldiers (5) 

2 A short dress mother, to say 
the least <7» 

3 A declaration of treason is 
<91 

5 As you can see. it forms a 
nng (ni 

6 A ship, far example, with 
first-nite missile (7) 

7 Having private information'* 
No. we think otherwise 
12.3.41 

10 One needs it for toast (4-5) 

13 Shopkeeper and roaster of 
disguises (9) 

15 In the drink company chair- 
man's position (9) 

17 He makes one cross at times 
(7) 

19 It may go up - everybody's 
in favour i7) 

21 Heavenly cartoon character 
15) 

22 Drains topless pilchurs «5» 


BANK OF ENGLAND TREASURY BILL TENDER 

lUytl H*4 f&raU M«.4 

BUb on after . L500a. t500« Top jcaptBl n»Btona»tt . L453W. L4MOO*. 

Iplriof rapllrallaa U699n £t935n Orawotiof dHcoM- 'A 1307*2. .4 6200*. 

TeuUlloaud UOOn £5O0m (MragrfMd «M6467% L5JDI% 

MlrinunranMUd £96373 £96360 tottot in offer* Pert Mfcr.... £50toi ESOOra 

AltauiMaiPtarixmlcid 57% 48% MMnwoocraudM182d«i £92 940 £920(0 

WEEKLY CHANGE IN WORLD INTER E ST RATES 


The solution to last Saturday's prize puzzle will be published 
with names of winners on Saturday May 26. 


LON DM 

bants 

7djyhUffaw* 

3-mHblMstaak .. . 

Tnsuy Bill Tnkr 

Banal Bills 

BradZBim 

Band 3 BUli 

Band 4 Bob 

3 Mtb. Tnsswy BUI 

1 Mth. Bank BUb - 

3 Mtb. Bank BIDS.. „ 
TOKYO 

TiaeaionUi Bnis — _ .. 
Tbt( womb Bob.- .w. 
BRUSSELS 
Dai mamfc. 

Tbrrrmorth 

AMSTERDAM 

OtrmDoUi 

Tkramonih._ 


NEW YORK 

Maanus - 

Fcdrrri Foods 

3 UUl Tnasay Bob 
BMIb.TrawwyBUK . 

3 Mth. CD 

FRANKFURT 

Laadwri- 

Ora ora. Imcrtera .. . 
Tlmnoan 
MRS 

In urw lloa Ran . 
Owonk. burbw*.. _ 

nramub 


MILAN 

+4 OnriMWk 

UKb-d Tbmnxak 

DUBLIN 

-005 S.ter«ami 

-Oil Tkra morik 


800 Updid 

aim +s.s 

8275 -0075 

9b OadTd 

9B Uacb'd 

9B +A 

Hi « 

Zl uS-d 



LONDON SHARE SERVICE 


Sh 

Londwd 

Month! 

IMtneaUen 

645-8.60 

8.00 


950 

ua-ua 



BRITISH FUNDS 

«rek irftawi 


"Shorts” (Lives up to Fixe Years) 

i8Upcl9B7-90tL. WYKril OZj 9.5 |UDk] 


BRITISH FUNDS —Contd 

fsr l ?n ta«k nr 


AMERICANS — Contd 


Index-Linked 


btr- RaiW 
Ilia* tm. 

un. 

L17J 

J.14D 


955 Treas 86c Cv 1990 FL. WR 
1.887 Treas-lOpeOr 1990.... 97{ 

50( ixch2%pel990_ 95%i 

2,201 Tress 11 Vpcl99L..„ 98L 
40C Fending 5Vpc '87-91tt. 95 J 

400 Trcos. 3oc 1991 «32 

646Treasl0pc[>'91tt... 951 

L55C Excfi. Upc 1991 ft 

l^C Tress »* 1991 9Jn« 

9« Tress U% pe 1992B... ni 

L60( Tress lope 1992 94J 

L40C Trass. 8pc 1992 Ft 90 1 

LZ8I TrraslO%pcC» 19920.. 94 ? 

500 Treat 3pc 1992 84Jli 

L35C Exdi. 12%pc *92. 97L 

1,757 Excb 13% pc 1992 991 

95C rreas8%pcl993 88 J 

L&5C Treat lOpe 1993tt 927 

UOt Treas 12%K 1993»... 97* 
600 Funding opc 1993ft.... 831 
1.25C rrewl5%Dcl993tt... mill 
L05( Treas. 8% pc 1994..... 84*, 
60C Treas 14% pc 1994c*.. . 1040 

l.lOQExch 13% pc 1994 1012 

L40qTraLltoc La. 1994(4... 91x 

OfiOExch. 12% pc 1994 WW 

aoarreas9pcl994ri. 8H 


! 4.12 

1.1 1.3 
L3 6.4 
OJ 6JZ 
0.4 19J 
0.6 4.5 
0.4LBJL2 
0.6 15.1 
OJ 73 
0.6 2.4 
1.4 B3 
05 19.1 
05 13.2 
0 .{ 12.1 
0.7 9.3 
0.7 B.12 
L4 6.2 
0.7 17.4 
0.7 28.12 
0.9 23.1 
0.7 21J 

0. 9 35 
OH 16.1 

1. n io .4 


25** 25 fa 
22lur22Kn 
UMUJa 
50«5Apr 
13 X* DU* 
I2JSP 12Jol 


7 No* 7 Star 1289 
UDkUJw 1328 
SFdl2S4w 1265 
ZZM*22Sro 1266 



114 H 0.7 14.2 23MaiZ3m> 1312 
IMtfi OG 9.4 linrl&Ma, - 
lMil 0.6 7-2 UUarUSra U13 
1Z7£ 0.1 1S.Z HUw24Sip 1316 
124 U 05 17 4 Xma>20M* 1317 
126% 0-2 13, 12 19Js* WJai 1314 
UTii OJ 17.4 3fe2(HI» 1318 
12f% 0.2 17 1 23Fek23tog 1319 

101% 10.1 16Frtl6As] 1320 

1095 0.1 2002 26Jaa26Jnl 1321 
1062 0.1 12.3 160a 16A* 1322 
89% H). llll. 12U7Jaa 17JnR1323 

Cb) Figures Hi parentheses show RPI base for lodalng, Ue 8 
months prior to Issue) sod hare been adjusted to reflect rawing 
of RPI to 100 In Jammy 1987. Conversion factor 3.945. RPI for 
September 1989: 116.6 and for April 1990: 125.1. 


INT. BANK AND O’SEAS 


3Aug3Feb - 
15q>Ili» 1307 
270ct27Apr 1267 
9Dec9Jun 1284 
22FA22AW 1263 
I7Msfl7lbn&3£ 




Five to Firteen Years 

Treas 12pc 1995 Mill 1.1 19J2b5J*l 

Excti 3pc Gas 90-95.... 75 1.4 263 INw 

Exch. U%pcl995 — 90A 12 15.12 ZUsn 
Treas 12% pc 199547... lOOn 1.2 9.4 UUn 

Treas. 14pe'96.._ 1031} 1218.U22M 

Treas. 9pc 1992-961*.. 848 13 62 lSSep 
Treas 15% pc 19968... 1090 12 27 3 3)1 or 
Excb 13%pc 19960... HUB* 13 9 4 l54o» 


powntaa lOpc 1996. 88% 
real 13% pc 19978... 101 
xch 10%pc 1997 90 


1 263 WovlMay 1271 
15.12 2XJ»ZLl+ 254 
9.4 lflUrURm 1298 
18 12 Z2Ji>22JaB 1305 
62 UStplSHb? 1344 
273 3Not3MsiI309 
9.4 IMo*15H«12M 
9.4 I51lMlSlb>12W 
18 12 22Jd 221a 1302 
15.1 2Ui9Zira) 1253 


CORPORATION LOANS 

Urnlnaaiill%K201Z. 89% l.ll 17 4 [15U« U4ei(l837 
ILC 6 \pc 1990^72... 88% .... J 15.1 fiSS55gEM7 

jeeds 13%pc 2006. ... m%n 2.d 123 lAprlOttbl*. 
Jwroool3%pelrrtd... 29a 3.a 13 U*«prrifcBl«9 
XX 6% pc '88-90 98% 1 rill 12bftlanULMpl-M 


Do. 3pc'20 Aft. 

lhKfiBUrll%pc2007- 




COMMONWEALTH & 
AFRICAN LOANS 


I8%pcl997*t.... 82 1? 1 J 23.1 UMar 15ep 

15pe 1997 1090 0.71 213_C7Asr270ct 

. 9%pc 1998- 86? 0.913. 12h9Jill9Jia 


Si. 9% pe 1998 86* 0.5 13.12 19 M 19 Jra 

u6%pcl995-9Bn.. 73% 1.8 263 lNnlMsr 
as. lS%pc‘98Jt. .. 113 B 0.9 212 MMwJKsp 

di. 12pc 1998 96 %b 0.8 17.4 20M«aMa 

12pc 1998 ' B' 95%n 17.4 SHtoZMoi 

as 9 % pc 1999tt — 85* 0.9 11.12 UM15JIVI 

*. 12%pcl999 97g IX 19.2 26Sv26Mw 

as. 10% pc 1999..., 895a l.C 1Z4 19*0.19*# 
irasIOO»%pcl999. 87«n l.C 17.4 Z2M#22K« 
&. 8%peLn 2000a.. 7*{J 12 22.12 2 SJm 2BJ> 
irersloo 9pc -O-Jfltt.. 82% LI 25.1 3Sep3Mar 
as. 13pc2000 102% 1.0 8.12 14Jail4Jn 

as lOocSDai 86H 1.1 22.1 2600)26 Fd 

as. l4pc'9B-0L ... l*5il» 0.7 17 4 22Nn22Mq 


1+7 [fFra 7ASgI -I 


I.13pc2000 102% 1.0 8.12 14J»14Jn 

slOpc 2001 8*1} 1.1 22.1 2600) 26 Fd 

1. l4pe’98-0L.... IfSjH 0.7 17 4 zamznb, 

1. 12pe 1999-02... «% 18.12 ZJriZZ&M 

ersliui lOpc 2002. 87Aa ...... 53 UBaUAlr 

i9%pc 2002. 8fi% 15 22.1 22FA27«ai 


i9%pc 2002. 83% 15 22.1 22FAZ7W 

9%pc2002*B I . 85% 15 

9pc 2002......... S0«a 1.5 12.4 L9M«URat 

13% pc 2000-03.. lOoJj 1_2 19.12 25Jan25Jri 

10os2003 B7M L6 30.1 BMarflSep 

11 %pc 2001-04.. 94 if 1.5 123 H5ral9Hw 

lOpc 2004. 87 Ka 2.0 11.4 12 far 18 Nq 

lug 3% pc '99*04. 49% Z2 8 12 14Jai l4Jri 


Funding 3% pc *99*04. 49 

Cnawrena 9% pc 2004... I 84 


2-fS 11.4 [ 18 far 18 HR 
2.3 8 12 14Jai 14Jn 
2-2 193 uQAjrBOd 



Years 

2.0) 123 
15 12* 
1* 17.4 
1.8 1.3 

1.4 18.12 

15 11.12 
1.4 19.2, 
15 73 
1.6 16* 
L5 6.121 
26 1* 
27 20.12 

i.sTe.n 


laOdlBApt 

sea 

5AnrMaB 


26Srg 26 Mw 11301 

SBiSfi 


LOANS 


Bailding Societies 

sfcsaawffHsisi 


Public Board and Ind. 

25lMct. Wtr. 3pc 'B* J 43rf .... ll9ZllMarlSepb361 


FOREIGN BONDS & RAILS 

Price )WHk %j Loti Merest (City- 
Stock C Efaaage YM xd Prid line 

Breek 7pc Ass. Sffl 17 DC l.U lMa r INu Z7b3 

to. tpCiflSUj. te_ 5d 1601 1* lFrtlAug 2762 

Do 4w Mixed Ass.. ICM 3.4 lApriOa Z7bl 

Hung. '24 Ass. MR 057 35 IMjy 2935 

HtfnMcc 15*2011 Jll2lif 20131^.19 JUlajSWti I - 


AMERICANS 



CANADIANS 


Undated 

0I5 4pc — 35% 2.0(27.12ilFeb lAngfc 

tow 3% pet* 3lAn L6 25.4 lJunl&rf 

. 3% pc ‘61 Aft.... 57U 0.7 23.2 lAprlOril 

:. 3pe’66AfL 20% 1.1 13 5Apr50e(E 

ris2%pe 22% 1.7 13 SJaApjriOO 


oh 2% pc 22 

l.2%pc... I 22 





FeHrAuHdil744 «1, 
45 426.1 
_ 34M1 


TABU Grid Corpl 
WKxrtEiwgjCars... 
•Am. Barack Rs . 
•Armwio . . . 

Bk Montreal | . .. 
Bk Nova Scot | . 

PBCEasSl 

BCE | 

fUneaii . .. 
FBreakwaier Ret . 
ua.lnp Bank]. ... 

Can Pacific | 

Do. 4 k DrbUOO 
Nextral Cap 'A' |... 
•Cons TVX Min... 
•CorenaCorp ... . 

rDeritfimH | 

VEclw Day Mines . 

KCO Corel 

iandalf Tech? Int... 
■ranges Inc. J.. . 

pGoif Canada! 

VHawkerSUCani.. 
(Hudson's Day |.- 
PJmpcrial Oil| 

•MuKOCba Expin... 
VNetada GoMHekb. 
How Carp olAAetu 

Win Atom 

ttwllFcan. I..... 

« Seagram ■ 

ridCDnii'." 
TcdkCopl.. 
Dm. Bk|. 
wPlpe 

rel 


13% 31 

'tope 4.1 

7Wr -1 1 
19% -11 
10 % - 2 « 
104| 5.1 

136 6J 


386s -74 
299 b -0.B 
427| 11 9 

483p 7.1 

Trip -14 
31 On 00 
1831 17 J 
73* 74 

774p -3.4 
11 % -21 
14% 


■SHI 

18 j I 0.6 

beers.w 


83 2B FMlyAgHi UC9 
6.*3 30.6 JjApJuOc 
4 3 3X12 FrUyflnNo - 
6 6 126 ApJrOcJa 
4 4 !8i« JaApJyOc - 

4 f 29 6 Tf My As lb 1037 
4.1 2812 JaApJyOe 1038 
13.C27U July Jan 2051 
15 £ 


1.8 36 HrJeSeD* - 
oa - I Jem Dec pio 


3.5 26.3 JaApJyOe 

4 8 1511 ApjyOcJa 
22 2.10 UrJaSaDc 
|1»^ HrJeSeDt 
3.1 1.8 JaApJ/Oc 

5 5 24.4 UBRAib 
45511 June Dec 
5jl8.7MrJeSeD( 

NES&SPimT 


9 

Continued on next page 
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FINANCIAL TIMES MONDAY MAY 14 1990 


LONDON SHARE SERVICE 


MOTORS, AIRCRAFT TRADES [ 

v Contd 1 

;i oi' — 

Components 


• For Lalest Share Prices on any telephone ring tJirecl-0836 43 lour digit code 
(listed below). Calls charged at 38p per rrnnuto peak and 25p Off peak, inc VAT 


PROPERTY -Contd 


Mbi 


TRUSTS, FINANCE, LAND-Contd, 


LvtlDMdm* 


m 


IQMbbet Pmeis. 

17|gMtrem5p... « 

512.7SoStjr50p. 1 

121 .SFk Group { 

lM^SKMkHFK HJdgs. 10p| 


m £8 !U 

■";»!« S 3 ttJS S 3 

5 * JunJan 3232 
8^7 August KiJ3 


m 




Garages and Distributors 

“* 

lOp. 


| QaMay 
UbJ/OcJm 
5J filar Sept 
9.4 1 October 
30.4 Jo* Dec 


m 


TRUSTS, FINANCE, LAND -Contd 

KfEl I W» |W«i Sjrh4]L*it BhWndf bb- 

J Jdww id hM lias 
« £NiH f«50p ... 4 19^ 0J 11.212.3 teJd ftJi MU 
ill 2.4 Sea Mar " “ 
15030 4 Mai 


OIL AND GAS -Contd 


jtinr 


NEWSPAPERS, PUBLISHERS 


3.41 9.4 1 Oil 
4-9j29.ll Oct 

2 .' 

4. 

2 . 

3 
6 . 


M 

Dee. 

_ No* May 
24.1 Oct Aar 
123 Oct Apr 
30.4 Nov.May 
26J Du Apr 
123 Oct Apr 
* - JnNoi 


Do. fCapifr 


PAPER, PRINTING, 
ADVERTISING 


tap. ta _ StMk 
40 £ Sarnie sop ... 
22 J Do. Uk Cm Lb . 
41 E Jteeh* I* hs... 
541 Do. ZmiDyPf . 

1 07 Jo Wnrau . .. 
IB 4 iirau Bu c tiue Ui . 
16.7 Stratton bn Tst .' 
1771 TRCHiof London.. , 
390 rRFvEAUlR.Ta. ' 
1 66 Do Wanaim .. 

14 4 TH High Inc la. 

0 95 Do Sub lg .. 

ifflBWHS 

32.1 TRTechmioqy ...I 

361 OgSleSTw 

812 Do ZvnPf , 

22S.1 Tff Tresses Conw... | 
131.fi Temple Bar. _ . 

DoMc.Cn.Ln 2002.< 
2 32 rmphtno Em Miqj i 
17 9 to la HUBS La 2001 , 
78 0 HiTai AJu, Lh UKs 
5.« Bo Wmrti . . . i 

68 7 rteofj&a Dnt Id let i 
1 Do Cap Id . . . i 
1987 tlnvaoiua To. So j 
9 00 Da Wrms 5p. .. i 
i7jn»uausuTu50p J 
0.75 Do Warrants. 

14 4 Tor. invest lAe .... 

15 7 Da Cap J 

110 2 Tribune Invest- . .. \ 

16 1 Frlpinat Ik 50p . 
933 Do. Casual £1 

61.2 USOC In Id. . J 
UJ Valued, lac. 10a J 
8 2c lo b'«peC« Pi.. y 

is ssk;|! 

292 J Whitbread M*. .1 

495.3 WIUP In* . j 
24 6 Do Warrants . . 

19 0 Worth in To. Spy 
27 ( reonua Ik L2 >ip.y 
33 7©a Cap Ip . . y 


I 7 13 7712 FeS 
<01 04 U July 

II 5‘ 94 fdfegiah 

24 6 5122 MA'AM* 
54 - - 

-1C 8C 94 ftrAOnja 

. . bl Job 

0.4 12J April 

-3J 43 2711 Jan Jofy 
.27 37 Jllf 
II 802711 December 
it - - 

1.6 3.4122 MArSML 
1J 54 26 2 SeptlUr 
63 29.1 Feb Alio 


29 6.0 26.2 Apr Aug 

42123 April 

0.5 104 26 3 bdbJbfc 
16 0 7 18 9 November 
-OS 32282 Apr Asp 
- 94 Oct- Apr 

0 ( 31263 May"oa 

. 4 4 Ull Jan Jaly 

. . / I 1311 

5.0 26 2 Sent Ur 

.. .. Oi 1610 December 
-0 4 3.4 37 11 JanJuh 

33 2b 2 JiApJIOc 

28 - - 

. . 04 13 U DrcUay 

. . 12 J 263 let Sq>.*P 


Finance. Land, etc 


SHOES AND LEATHER 




No* Mai 
Mn Ma r 
Feta Sep 
17.7 Mar Oct 
- MayJme 
9.4 NovJub 
123 Oct Apr 
May Oct 
JaoJul 


4226.3 Jan Mai 2561 
231112 Jan Map 2646 
6.51610 Jane Oct 2860 
7.6 263 May Oct 3124 
9.C 9.4 Jao-May 3668 
t 9.4 N or May 4129 
4.0143 October M131 


SOUTH AFRICANS 


Oct Apr 

Jap July 1760 
SepFtb 2718 
Apr Oct 
Dec. Job SZ23 
October 3919 
Dec. Job 4113 
JaoJb 5222 
Feb Aug 6221 


TEXTILES 


Apr Nov 
Mar Oct 
July Jan 11959 
AagFeb r - 


Mr Anion 
Sep Mar 


ltjB44BATInds_... 

4S.7K.12Vee.la. 


JErfil 


031 5.91263 Hot Jim 1717 
43b3dl0.5 June Dec L716 
-0.4HH271U Jpn Sept bB63 


TRANSPORT 


Janoary 
Mar Sept 
MiMb 


58.6JRN d. Her tac 12Vp 


^ \ BiV y i 1 j j | 



18 

s 


Cm In Stack 

488.7 ftaoilticfl 04 top 09 V 

88.1 HariyOili&uMpJ 174 

-Mm Pet Opn .. 121 

13 6|KCd Drilling lp v 17 
50 4 Kelt Energy IOd p it 
99C Do bpcCf Prl y 33 
11.4 uwhDii&G«Hf, 129 
UUJ J&m B 3S3b 

10.fi Do “Ob' IDs p 13 ? 
381 Db.9VbcCp 4WI£1| 95>a 
Zm rMcrMiaaOH . . 2 

141 1IMM& Scot Ita v 161 
UKIMoWCarpU UfiV 

165 7 M)onmntOtf5p- 1 34> } 

12.1 Hew Undoa 5o... v| 2Bi> 

- «lkl*GaiiCS3» 2$ 
38HI tank HiSni Kr20 . U8JJ 

11.9 <HU5eaASKa5a « 22 

U1U Accidental Pet 20c UfiV 

- pOMQ Kd 2J 

6.46 Miner Res . .. Y 13 

- 2m Pacific Pet 3 

*375 1 pPetrofiiuSA £202 

1 7C M’rtnMSi Petrpleiim 7i.-» 
38 4 kPIclPrl 5p . » 118 

385.fi *tcmhr Com.5p.-P 9C 
B1J btudloOilA . 3B8c 
316 4 tangtr Gili. 37* 

981 kctaeM0il6b:U;.| 151 
2U57. 1 toyal Dwrt FI 5. . £45u 

- Mortal Prop is 

0.90 SanttWpet Oil 6 

6145 fSaanKAMJ5c 194 


t* *^na Lari M.McoM^ity 

ml PiM Him tap. la. 

-61 0 3?7 3Cpjitajs.-i^r; 

?3 - - - i4?3J 


«8S - 3573 ■ 
i4 86 211 

326 ? Apr Cn Wi 

TO W Jui hai [ M 9 l 1 


29 UinirCp ^ 13l! 

1 JMj ttvrjrrv. yj 40j 

lAngip Dam nii ] ]« 

151 Jjainllrtl fc:d. .. 43H 


MINES -Contd 

I Prfci [WhI ■Jr’MjLMtl Dhk 
■ I '(StnftlGt^l 18 I Pi 

Miscellaneous 


:.«26 3 mj,8u, bin i As „ j: 

lli^VU JD'yJ.. um S S3 J- 

1 _ 5^;! 26^.511 f.lu.n lOt . 1 4^ -* 7 IflairT Aug TrS 

I <4 18 ItaJBSeDe^ 10 sSJSi'w. lrJUp l 12* -J ^1 -j - 

! 3 : : PS fiJDsgr — * JJ-’t* -- 

twig j (>ct» 9 Pn Si 27i . - - 

“Tim fe?:S 639tWrmiaG=;flK.Tn 17*. 3M.+ 12 6 

a 3v , 1. “ 3 ISIS-fcM'U.ry.-JwS’ 1 110 I 64 :aiB5ftJAi*l«l 

sat ! Ja^yjv - j i)j ^ ? j . 

J _ -ppUrF ift-n pr-JLair 1 4; 4 ! 1 - 


-V Pi 0 c t . 
^ 1 ; 


3 s' 1.+ 12 6 

M : ales 


■| 1 ' - 3711 

. 1 61 B 5 fefcjlab 49 ^' 

2 5 -.27 3 Ajtii 37’3 

-19 I - - P476 

-01 5M12 5 UjtScn &T2 


-JftsSt.njFr.Cin 
43 JiVcrejneCSl - 
■miy-Cjmfln | 
10SWrL!nUl'.-r;r?5 T 1 
•a^tjRTE IDp cr 

-*p!6?rci>Pey inc ' | 

Wl^roaajGrr.'f IK. yl 


jAUTOl^lb 


4 bp.? D«J«I 
fi 71263! ArtOn 


H (SOI Mil Iran. Res... a 
6 DC Do TscPI Cl y 
11.5 COMfateu Rcl 2p t 
94 4 &OMM40 Oil ... 8 
13.1 FTmOaPnmlmlOpT 
LM87 Teuco Bpc Car 
22V1 Toui-Cic FrPrtB 

3.3t IndemPet. 

141.1 Trltoo Europe 5p 8 

21.1 fMIOwOlllOp y 
64 J ATiakar Rea Ir 5p y 

UMWWramv . .. a 
5 7uVUorti Pel . 
890SfW<mKWeA50c. . 


2 Mo> Met 


*- J Uartrll 

OBSjCMfa] 


4 V 6 3 
l*»lj -1 J 

■ b 

U22I- 

£745, -0 5 

12 -11 1 
171 1 E 

21 13 5 
45 -11 

341 36 

th -10 5 
I32i -ail 


THIRD MARKET 

; Pnce to* ■.jv'U’ un 

* 1 rtaPM&'i M 

I3v ri 2fiotTl! -|5 B 1 


Lot I DlrMlBatl 

Ml PaM | 


24 2 Ittft 

(1474 

12.3 May On. >4340 


OVERSEAS TRADERS 


12 2 April ur; 

17.4 Jane 1526 
9 4 Dec Jpn ItTfi 


2 SCtfiaoi'B Entorj::.ifl y* Uv 

2 64lCjlE Urn il . ) K* 

0 73,Za.e»rn r-m lOp vj If) 

4 S^.Cjare G.ilOp v IJi/j 

3 Gold 2X 

1 7f^Jir -ya AM . -jn bo y 79 1 

0 b43irn£.i Inti V 12i 

J CN'iftrtUnMbr 215 

1 JJJtounrartU'S 5p y 1 1M 

1 12ylrc«i' Lyegixir 5s y 70 
1 l^Sarj C>pl y 15! 


* 10 ; . 

^ . 5 1 1 : 

151 15 V -1 - 

If -i-li’Y? 


3426 3 May Dr; 

3 5 26 3 Mar Ore 

4 412711 Jaa Aug 


5 GAJtanle* Baud yi 

2 49IH.lt 'are Ep . y 
5 15K3JC-.: Graff5(j y 

3 TA-Nja in EmmyKb I 

4 135< -am 5.-3V mam r 


HW 31 

I me Darby MSO 5 

OHTKfOl 

PMsAhiutO SO 


, S. ; - : 

J -Sil : : 

431 ^ J 2 4^12 3 Jan Apr 

s Js J - 


lOp 

Plans M50S 
1 Hope Pits MIL 
hjhtaob M50c 
Koala Kesortg MSI 
iNUgcSp. 
Ehoshm lOpi 


SBdMoraalOo. 

JOJIWlllumwo: 


PLANTAnONS t SSSSW^ 3 j 

hMW B srfir!ssRire k a «?! 

_ ! fa TnlaLm Grate lOp yl 33 CS 

Rubbers, Palm Oil 5 0 uuia-sutmop v bsiri 

jBh Kov Uilfi * O-MMentFiuiiP w 4V' 

AotiiU IlSli 


Price hu *JytoI 
Stack I kkmotlGr’ii 

Rubbers, Palm Oil 

■-“i a 


... 3. 

3 

4 

•H 7 
49 7 

4 

4 0110 71 


August 1816 
An MW 4CB1 
Jnto Dt39 
Del p 393 
MvOtl piD9 
Drc Jim DIM 
August 


Teas 

[ U0| .. I 10)56 I Jan July toll 
I 13291 -3bl 2H94 iMjy Jin H512 

MINES 


Central Rand 

b.SdOnrtsan Deep U . 282j 17 Of -il28b 

SS^Mast RaM Prp Rl . 23M 27 II -681 

206%ndfin-iiEiL20c. 33M 94 8.7 151 FebAafi 

558Swomer&Jack2c.. 2d -387 

5 74WBtfaad Rl .... lUl -b.sl 6 7l29J 


! faTfUaLnaurous 10c v 
5oyMuKS--nn;a? v 

OMMoayFjtnlp V 

1 75-hjnj" Ituircn . v 

2 44k>,0UGa.4IR2p. y 

5 SSjthlaJViralupto y 

3 TiPrnaart Grp 2a a 
13 uFoCd.maoo 53. . yr 

4 BOpianrJcn s iHariy' y 
7.20iprrum<in!rrSp y 
09lEcauFKktanilOp y 
2 65aeraprrrovj y 

6 40Ktcrpy Kids So y 

2 49toamjra SluOun lpy 
7 . 1 llroocrran Inflrr 2Qp , 
1 buliPL Grow IDp y 
4 47Hjnit Group . .y 
9 75buroUapK Lns lpy 

3 36|Viiu Con fig y 
695>VuuyaHldgs5p y 
41 3hliauciirUisiiT2Ct>y 
060tDo Wrmts. . y 
17 9IWiAonGioupXp y 


3 H B 5 June mn 
14 314 8 Srcl Apr {3142 

8 l[?0 4 (UMay (s«37 

A • - 




22 5 Dec Jab 
1112 J ao Aug 
26 1 Jan Job 


a & 

4 25c ant. 

Rl 914 

ie65c M 

Rande«2Sc 

S AlrkanLd 35e 
d.oqviMtf«iteta20c.. ..I fid 
149 aurmiteikaak rx. .. I Ei2 vl 


.. .1 X>SI 6 n 49 .il - i - NOTES 

Eastern Rand Stock £» change bullng cbniiiuthxn are hid luted to the rlgtit 

i j i-j | | of security namev a Alpha. 5 Beta, y Gamma 

uCI •'« nl-i 9 a't iffhL ,0-0 llnlmsomerarlseiiullcaud. prices are in pence and denominations 
iw KS ve_25o Yields are cased on middle prieei. am gross, adjusted U» 
i «*i a Mm Cl i»iw mmc act of 2S per cent and allow for yalue of declared distribution 


1C J 22.5 June Drc 
5.* 11.12 Jol Jan 
132mi Dec June 
9929 1 Sect Mar 
77 85 Jon Dec 
15J 8.5 JuoDee 


gy “*■_**■ : 

1 8J5 Jen Dec. M522 


Far Wet Rand 


and rights 

* “Tap Slock" 

t Interim since reduced, passed or deferred 
It Tax-free to non-residents on application 
9 Not officially UK lined; dealings permitted under rale 
535(4Ka) 

* USA*; not listed on Stock Exchange and company not 
subjected to same degree of regulation as lined securities. 

H Not officially lined. 

It Price at time of susoctahm 
A Not comoarable 

I Caver allows For conversion of shares not now ranking for 
dividends or ranking only for restricted dividend. 

* Cover does not altow for shares which may also rank for 
dividend at a future dale. 

I No par value 

ft.Fr. Belgian Francs. Fr. French Francs it Yield based on 
assumption Treasury BUI Rate slays unchanged imtll mafurby of 
nock c Cents, e Redemption yield f Flat yIeW k Kenya C 
Canadian. E Minimum tender price 

Abbreviations, d ex dividend; k ex scrip Issue; *r t* rights, a ex 
all. d ex capital distribution. 


REGIONAL & IRISH STOCKS 

The following Is a selection of Regional and Irish stocks, the 
latter being quoted In Irish currency. 


Craig & Rosr£l 
Finlay Pkg 5p . 
HdllU0U25p. 


IRISH 

Cm SV’vLn 1991 I EM 

S CaoLn 1996 C946 

13% 97/02 £112 


"i “S. .:Jc-roMP.J.I....yC 
yl 131PI J Hall (R & H I I 


Helton NMgs ..yl 

IRG I 

United Drug . .. I 


1521-191 
1751 -1 7! 
721-401 
20DL..1 
1631-1 Zi 


ImkarFte 
Uttranur . 


riatWfUBk 
PiOOfd . , 
Polly Peck .. 


H 

you ever 
see it, 
grab it. 


KINGSLEY AMIS 


Tfa. 7 Xe_/«jfc^fe. 























































































FINANCIAL TIMES MONDAY MAY 14 1990 


4pm prices May 11 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


*2 kta«h p/ sts 

w* Law Such DM.YM.li Law Quote CtaA 

.48 2-2 13 134 22 Z1 ^ 214+ 1, 

8 ACMii 1.01 12 729 B$ 84 8i+ ? 

ii I? 128 11 MBO 10% gf 9\~ If 

•5 74ACM4*«n.D1 M ffi 7^ 7b 7% + I, 
11 % acium las uii u% iij, 

Il4 9*1 ACM BglJS 13. 1883 94 9% 9%- 4 

BV tk ACUSp 101 12 S2B 84 84 84-4 

Z2Jl W$ AL Lob .16 .719 103 *l4 314 314-4 
4 4 3 AUCA JOa 64 B 9 34 34 34 


04 24 AM InB 8 331 24 

234 114 AM hi p( 2 IB. 45 ll4 

1074 52% AMI 120127 054 

3«4 224 AMR pi 212 9.3 I 224 

«4 3 AHA IIS 24 

724 39 ASA 3d BD BBS 504 
70% 644 AWLab 1.08 2J18SU8u70$ 

354 27$ AULb m 36 [064 

i?4 ii4 Aura o JO 3 124 

13 04 ACflMC 40 42 11 113 94 

94 74 AonsE X 3.7 II 35 84 

384 284 Acorn a 832 uM 

164 13%Ad*Ex2J9e 13- 589 M 

T54 84 Adobe 45 114 

20V 174 AODb p( 184 BA 8 19 

214 18$ Adob pf 2.40 12. 42 20b 

N4 84 AMD » 10974 94 

36 284 AMO pf 3 10. 311 20b 


104 44 Ad««al .16 3.7 55 219 4 

B24 4S4Ae»U 2.76 S3 90830 fill 

14 94 ABIPO 34 2J 1342 10 


12 fia 84 84 84- 4 

.7 19 103 214 314 214- 4 
84 9 3 34 34 34 

8 331 24 24 24 

18 45 lib 114 114 

120127 054 534 66 +14 
9.3 I 224 d224 224+ 4 

116 24 34 34 

BO 6B5 sob 494 40$- 4 
2418 688811704 «»4 704 + 14 
360364 364 364+ 4 
3 124 124 124-4 
42 11 Its 94 94 94+4 
3-7 II 39 8% 84 94 

a 021139 374 39 + 14 

18 589 H 164 16+4 

45 114 ii4 i<4- 4 
9J 0 19 184 184- 4 

18 42 204 204 204 

a 10974 94 9 94+ 4 

18 an 20b 2BV 204-4 

3.7 55 219 4b 4% *4-4 

U 9BB3B 61$ M$ 514 + 1 

24 1842 10 94 94 


B 164Ahmm.es 4.7 97888 184 184 W%+ 4 

3% 14 Addon 10 24 24 34 

56 40 AkPnl 1.32 2-9 M 2869 634 534 53V + 4 

494 MbAktFM JO IJ 16 174 454 44*2 44%+ 4 

254 134 Airoas 13 297 164 W M4 + 4 

20V 164 AirtoSM 2*0 M. 9 18 174 174 174~ 4 
104 9 AlflP dpL87 03 a 94 94 84 

BB4 BO AlaP pt 9 a.8 Z2B20 94 93% 03% + 4 

a 84 AlaP pi 816 9J WO Mb 864 aab-1 

304 WbAMsAIr JO J 11 365 22b 22 224+ 4 


BBS BO AIM* pi 9 
a 84 AfaP pi 8.18 
304 194 AIsfcAIr £0 


234 134 AXoyln 39 81 II 01 19V 104 194 

M% 194 Abano «JD a 22 ns 28 4 254 264 + 14 

all 16% AlCulA a JO 1.1 16 736 16% 17% 18%+ % 

004 43*»AWsn -95 1J2116G3u63 904 524+2% 

254 18% Alcan 1.12 5.1 73603 21% 214 Z1%+ 4 

38% 284Ateo3W M 2.4 13 572 34$ 33% 3*4+1 

3* 23% AlexAlx 1 42 18 2361 24 V 23% 24 + 4 


28% 19$ Alberto aTO 222 U 
20% 18% AlCulA a 30 1.1 16 736 
004 434 AMn -95 IJ 21 1663 


18% Alcan 1.12 9.1 73603 21% 214 21$ + 4 

28% AtcoSW M 14 O 572 34% 33% 3+4 + 1 

23% AlexAlx 1 +2 18 2361 24 V 23% 24 + 4 

68% 49b Alexdr 0 48% 484 48%+ 4 

101% 79% ADegCp 1.72J 10 9 9 84% 94% 64% - b 

14 4 vtAlfllnt 244 % 046 8-M 

43% 32% AigLud 1.20 19 8 231 42 41% 43 

42b 30%AB0Pw3.W 80 114821 38b SB 304+% 

19% S AJtonG 19 492 16% 154 15%+ 4 

tlbAMnpn.79 93) HI V 19 184- 4 

124 Alrgn n ,19a 1.1 5182 17% 16% 174+% 

11%AlnCap USe 11.19 441 19 Mb 144+4 
0% AJWEu n 224 10% Mb 10% - 4 

21% Artlh p£L23 10. 373 22 b 22 22% 

4% AMPd 6 36 9 5 5 


11% AMn pn.79 
124 Alrgn n ,19a 


4% AddPd 
3i%AidSgr 


AldSgnl IJO 4AM 7117 36% »%»%+% 

MtOJu Jim 7.7 278 104 M 104 


10% 9% Altfiu Jtm 7.7 278 104 

10% 94 AUMII -73o 78 300 9% 

114 10 A MtO -84o 11 169 Mb 

104 9 AM102 lUO 9.7 176 9% 

10 8% AMKJ3 oJQ &9 76 8% 

9% 8% AMMP nuBBa 7J 240 8% 

41% a$ ALTEL >128 3J) 14 1730 32% 


278 104 M 104 

SOB 9% 9% 8% 

169 Mb 104 10%+ 4 
1TB 9% 9% 94+4 

76 8% 8% 8% + 4 


41% 29% ALTBL 3128 3J 14 173032b ST 4 324+14 
79% 59% Alcoa I.BOd 2-6 76689 04% 83V 644+ % 

204 10% AmaxG XX £ SB 147 W% 18% 164-4 

20% 20% Mil AO 12 78120 3% 25 254- 4 

18% 9% Am Bal 30 12 2 340 0% 94 84+4 

13% 8% Amcan J8 48 15 216 10 9% TO + 4 

15% % ulAmdor 1 293 % 9-18 9-M 

274 % vfAma pi 7 1% 1% 1%+ 4 

51% 36 %AmMM SO W 133544 48% 48% 48% + % 

»V 9% AraAdJ iUMa JO 9 9% 9% 0$ 


i% 14+ 4 

48% 48%+ % 
9% 0% 

17% 17%+ 4 


81% 824 AfflBffld 172 4.1 M Mil 65% 84b »%+1 

304 26$ ABrd p(2.76 9.1 4900 304 29% 304+ % 

41% 31% A8MM 32 2fi IB 81 41 40% 40b - % 

27 10% ABasP i J8 1712 87 a% 23% 94+% 

21% 18% ACopad 118a 11 313 17 194 17 + % 

22% 18% ACapCv SAID II 77 19% 18% 19%-% 

9% 64 ACopIn 30 M, 321 8% 6% 8% - 4 

10 84 ACMfl .80 13 12 17 9% 9% 94+ 4 


304 28% ABrd pB.76 9.1 4000 304 29% 304+% 

41% 31% A8MM 32 13 IB 81 41 40% 40% ~ 4 

27 IBb ABasP l XX 1712 87 8% 23% 23%+ 4 


19-32 1-1Bv|ACant 


SO 0-1» 9-128 


60% 47 ACyen 119 19 18 3879 B 53% 55 +1% 

M% 28 AEPw 140 11 93318 30 29b 29%+ % 

29% 2ShAnErp 32 12*7 17848 29 27% 33% + 1 

22% 13% AFiimly 32 11 H 2903 154 14% 134+ % 

50% 28% AGnCp 120 84137892 49% 48% 48%- % 

84 74 AmGvl 84« 11. 87 74 7% 7b+ 4 


84 74 Amfl«l 84a 
10% 9 AGO* 1-08D 

10% 94 AOTT 48 
24 194 AMIBb 136 

55% 43%AHma«lU 


11. 459 9b 

94 34 9% 

11. 13 B1 21% 
18 144338 52% 


14% 134+ % 
48% — % 
74 74+ 4 
9% 94+4 
9% 0% — 4 

21% 21% 

51% 624+1% 


604 54% Amrldi 119 1014 5281 834 H4 »4+2 


112 784 AhMQr .48 JS IIKM B2b Wb 92 +1% 

10b 8% AOff n 1 II. 20 94 8% 9 - 4 

*0% 22% APiDDd AO 1* 097 25% 24% 3*%- % 

154 104 AHEM 2 17- 9 37 11 V 11% 11%+ 4 

9% 3% Amfiil IJO 21. I 1«8 3% 34 34 +4 

17% 2% ASB A0( 52 3% 34 3% + % 

184 4% ASB pi 1J1 34. 156 54 54 5% 

5% 2 ASMp 12 2% 2% 2%- % 

734 51%Am8Hr 1.12 1J 18 1421 


•1 ■ — M 

24% 34% - % 

n i: ss 
si n+ h 

2% r%- % 


47 33% AT&T 112 11 18 18845 42: 

19% 154 AaiWT JO 4J11 148 

15% 134AWM prUS IS z3S0 

15 5 AmHoO 8c m 


1J 18 1421 53% S K4 


42% 41% *24+ % 
IBb 184 18% + % 
14% 144 M% + % 
5 D4% 5-% 


62 b 35% Amenm 1J6 18 14 a 50% SO 50b 

» 1% vJAmoaD J>q 1873 24. 2% 2% 

15% 11% Amotok .64 *J 18 9)9 13% 13b 13 % + % 


11 B% Amo*8c 1X6 11 40 94' 8% 8+4 

58% 41% Amoco 104 17 17 9825 95 63% 64% + 1% 

a% 40 AMP 1J8 IBM 6468 62% 51% 32%+ % 

15% 8% Ampco 18 11 9 111 9% B% 9% 

94 4% Amro JB 14 409 0% 6% 8%+ % 

8% 6% Amrop M 7% 7% 7% 

29% 20 Amsm 1.40 IS 81198 21% 21%- 21%+ 4 
74 24 AnocBM 11 1220 - 3% 34 34+4 

38b 274A"0*lt M JB 431578 34 % 344 344+ 4 


264 104 Aittum 
a% 11 Afflhay 


I IS ,«? 30% 

! » W14840** ' 
15 3< r Mb 


11% 64 Analog 182080 74 7% 7% 

31% ab AngoUc .80 18 IS .132 30% a . 30% + % 

-a 3* AMraja J8 laiswwenoif'-aW-’ab+ii* 
294 10% AnOiom 16 9< ab 24% 25%+ 4 

20% 11 Anfliny 0.44b 15 9 IQS 12% 12% 12% 

*34 31 Aon c« 152 40 11 488 »4 37% 38%+ % 

18% 10% Apocfto 30 1J 21 1432 15% M% 16%+ % 

12% 10% Apoc n JO M 1 SI 11% 11% 114-4 

924 90% ApPw pfB.12 M 8IR K B6 « +1% 

44% 30% AppIQc .700 1J 10 119 44 43% 44 + % 

14 7% AppOllg 904 13% Mb 13% + % 


15 10 Itfl 44 43% 44 

SSJ4 13% Mb OJ 
A 1410394 24% a%- 24] 


40% 32% ArccCIi 250 9.T10 5M. 374 

134 8% AreAbk 11 298 7 


14, 74 ApfUMg a* 13% a% «% + % 

3i% 17%'An*0» .M 51410894 24% ■»%- 24%+ b 

40% 32% AraaCh 180 8.710 589. 37% 38b '37%+ % 

134 8% AreAbk 11 298 7 6% 7 + 4 

234 16 AfhExiUSo 571 305 18% 19% 19% 

27% 21 Afkia 1.08 4.7 3421 23% 22% 22% + % 

51 43 Adda pi 3 17 36 -Ob 44% 44%- % 

13b 8b Armco .40 40 81778 8% 8% B%+ 4 

24% 21% Armc pH 10 BJ 11 22 21% 21%- % 


Adda pi 3 8J X -Ob 44% 44% - % 

Armco .40 49 81778 8% 8% 8%+ 4 

.ArmcpUlO 17 II 72 21% 21%- % 

48% 42 AfllKpMJO 10. II 43 43 43 

50% 31%ArmW1 1.18 13 8 773 »% 34% 394+ b 

84 3% Arew£ 81 5% 5 9 - % 


M 

84 Arwe pllJM 

18. 

44 

«% 

Mb 

13% 


344 

9 

Aura 


74 

W 

8$ 

TO + 

4 

»b 

HI; 


42 29 

an 

16% 

13% 

164 


48$ 

38^ 

Arvln pO.76 

OJ 

a 

424 

42 

42 - 

4 

35$ 

a$ Aaereo UO 

0-1 61996 

ab 

a$ 

204 + 

% 

19% 

13* 

sfmCoal 32 

1.7 13 

411 

M)% 

i* 

10%+ 

4 

*2% 

a 

AsttOB 1 

17 70 

619 

37% 

nb 

37% + 

4 

a% 

a* 

Axle Pc .IBo 

12 

149 

Mb 

Mb 

Mb + 

% 

10% 



IB. 8 387 

•x 

7$ 

B + b 

21% 

ni 


3 

WB 

174 

17% + 

4 

a% 

11* 

r AB4ne 1 

73 9 

7 

13$ 

13% 

13b + 

4 


30% 23% AUGoo 1J9 85 11 HOP » 23V 30 +1 

39% 32b AlEnrg 258 7.7 10 781 37% 38% 374+ % 

118% abAHVcIi 5 431144091174 114% 117% +24 

279% 211% A8HC prlSO 15 1 uS98 280 280 . +7% 

IBb 10% AUm 13 » 12% 12% 12% -4 

18% 14% ATMOS 1.16 85 15 41 17% 17% 17% + % 

4% 3 AraJVd TO 3% 3% 3% 

15% II Augu .40 13 M 648 «4 11% 124+ % 

2*4 10% Autt n X17D 5 211 M% 14% 14%- % 

64% ar%AuUOt 80 MIBiaiuBS »% 94b + % 

7% 4% Avalon 1 JM 21. 2 4% 4% 4% 

27b 20% AVMCO AO 1517 42 2S% 25b »%-% 

M4 24% Amy 54 13 1* 787 27% 27 27% 


27b 20% AVMCO AO 


33b 22% Avimt 50 11 19 849 20 
414 29% Avon 1 17 IS 2MB 3* 


4' 4 29% Avon 
33b 23b Avon pi 

21% 13% AyOtn 


1517 42 zs% 25b »b- % 
13 14 787 27% 27 27%+ % 
11 19 849 2B 3% 29 + % 


1 17 18 2809 38% * 4 36% 

2 7.1 Y428 Z8b 27% 28 

ID 85 8 » 14% 14% 14%+ % 

- B-B-B - 


40 30% BCE o 2JJ 1088 33% 334 Mb + 4 

Mb 13% BET JOB 81 9 11 M% 14% 14%+ % 

104 64 BMC 9 m 9% 8% 9%+ % 

30% 25b BP Pr 112.770 98 233 29 284 »% + 4 

31 % 26 Bfl£ 240 as 7 5 27 27 27 

18 8% BUT 150d 20. 9 11* 84 84 8 + % 

23b 6% BDlrnco 1 14 18 419 7% 7% 7% 

14% M4BMFs354n 17. « 204 19b 20 * 4 

20 16% BmkrHu A6 15 35 1166a 20% 27% »%+1b 

80 49% BkrH pQJO 91 13 57% 57% 67%+ 4 

2*b 17% BDldor S .48 14 14 20 20 50% 19% - 4 

34b 20 Bad 1.12 35 22 347 32b 31% 32%+ 4 

29% 10% BattyMl 30 17 23 2140 11% 10% 114+ 4 

154 9b BDlttkp 55 3511 071 IS 14% 14% - % 

34% 28 BaMSEllO 75111779 304 29% 30%+ 4 

64 49b Bell pfB450 87 *20 Sib 51% 61b + % 

33% 22b BncOnD 1XM 3511818228% 29% 28%+ 4 

12 5% BncFta 43 &4 9% 84+ 4 

35% 2SbBcB8V t.tOe 38 14 31% 31% 31%+ b 

22b 18b BncClrl 50o 15 9 ID u23% 23% 23% + 1% 

68% 34 BflSant I59 d 19 11 2 47b 47% 47% + % 
11-18 4 BanTd* IOQ 0-32 4 4-1-32 

884 734 Bandog 1 12 18 183 82% 81% 81% - % 

30% II BIBaol 134 18 B2 4508 124 11% 12+4 

39 28% BIB pfAXSBa 11 18 27 28% 27 - % 

■» 25 a>BpmU4a 11 30 284 23% 294+ 4 

23% 2% BkNE 7412 3% 3% 3% 

55 294 BkNY 112 B2171 2»1 34% 33% 34%+ % 

101% » BNV Dd|852o 82 2 93 092 « 

38% 234 BnfcAia 1 34 811389 29b Mb 294+ % 

38% 34% BkA pC334c 84 57 35 % 35% 39% 


U 18 183 82% 81% 81% - % 
13 B2 4598 12% 11% 12+4 
11 18 27 28% 27-% 

11 30 28% 29% 254+ 4 

7412 3% 3% 3% 


38% 234 BnhAm 1 

38% 34% BkA p(334a fL4 67 35% 36% 39% 

89% 68% BkA pi Bd 11 17 60 60 60 + % 

8% 4% BkA pi 2J5 IBB 43, 4% 4% 

684 394BonkTrl33 87 <655 40% 40% 40%+% 

17*3 10% Baniwr a 1588 11% 114 11% + % 

39% 26%B«ittay IJ7« 54 8 288 384 384 394+4 
36% £9 Barfi pr!78 11 ISO 24% 234 24 + % 

26% a Barfi pH31 SO Si a% 35 V 234 + % 

Mb 12% Bard .40 13 18 2202 17% 17% 17%+ 4 

38% 254 BarnGfi 1.40 45 15 12 30% X% 3D%+4 

40 28b Bamon IJ2 41 102882 32% 314 32%+ % 


17% 10% Bamw a 
39% aaVBoretay IJ7a 
36% £9 Barfi prl78 
26% a Barfi pH31 


48 Mb Bamon 132 41 10 2882 32 

13% 7% avoid .20 1537 557H 11 

17% 14% Bonn 1018 11 924 19 

19 12% BaSMI .10 539T931 19 

66% 52 V Bauadl 132 II 18 1<34 B3 

25% 104 Saw 54 25 15 10499 23 

38% 35 Bax ptA141a 9.1 78 37 % 374 37%+ % 

78% 834 Bax ptBlSO 5.1 188 80% 68% 89%+ % 

10% 9-l8*JBayF1n t 1VM 11-M 11-18-1-16 

22% 17% BoySG aIXSI 85 H TO 21% 20% 214+4 
M% M% BaarSt Mb 4.4 88490 12% 12 12%+ % 

32% SlVBMmg 64 10 9 42 21% 214 214- % 

13% 8% Bouar 90« 15 5 171 9% 9.4 94+ % 

21 14% BdUm a* 1.7 72 *71 17 18% 18% + % 


31% 32%+ % 

10% 11%+ 4 

11 924 10% 184 184+ % 

J 38 1831 73% 124 13%- H 

11 18 1434 a 60% 63 +2% 

2J 15 10499 234 H% X + % 


17% 374 37b ♦ % 
89% 68% 89%+ b 


84% 51% BaaOk 1 08 1.7 15 3812 u84% 63% 64%+ 4 

39 27% BdWnH .64 13 10 10 28 26 70 - % 

57% 404 BMIAO *130 *5 19 6783 51% 40 V 51% + 14 

164 I348al1ln4 AO 28 13 228 15% 14% «4+ 4 

GB4 46 BeUSo 258 4.7 155384 56% 55% M% + l% 

41 32% BMOAH .44 U 31 1751 36% 33% 36 + % 

37% W% Bam Is .72 1119 348 34% 334 34%+ % 

58% 44%BMdCp2J0 4L2l0fia 52% 51% 524+ % 
*94 41% BrniM p«J0 tft a «4 «% 

252 2014 Banal pM-SD 14 *14 233 233 333 + 7% 

34 1 4 Bane ■ 021 1.011 1122 2 1% 2 +. % 

M? iiVBaMHoSM 4.7 4*1 «% 

8300 6679 BorfcHa « *270 7625 7300 THS +275 

17% 14% Bwllu n 50 3.1 53 858 15% 15% 15%+ % 

16% 12% BoryP aJSSa SB 21 M3 14% M M -% 

11 0% Bosfiy *5 131 10% 104 10% 

74% 154 M50 .40 12 61011 17% lf% 17% + % 

»b 40% B1K3I pi 5 11. 2 47 «% 47 + 4 

264 23% B»S pfflUO 10. usw% «%. »..+ H 
*«, 34 Bavriy 

23% 12 Bbdl .M* 

29% IB BlrSD .50 


7 13 40 13: 
16 10 386 19: 


IS 844 834 24 + % 
690 4% 44 4%+ % 

40 13% 04 13% . 

306 19% 18% 184+ % 


2*5 12%Bla(M7 .40 18 5740 154 14% 15% + % 

=5% abBttHCo 1.64 BJ 12 21 274 27% 274+5 

*°% 10 BttAdv n 28 10% 10 10 - % 

2% 8% Bftatn 1 05 13 024 8% 84 8% 

** 9 BR11T .93 9.7 1258 0% 64 84 , 

* 28% BtttHfl 1X9 14 19 130211384 37% 38%+ % 



18% 1* BasE prlj« Tl 8 14% i*% 14%-,% 

33% 22% Bowak- IJO *J 7 383 24% 24b 2*%- 4 

Mb 7% Brazil 107* 31 84 M% M% »>+ % 

034 24%0r1fl8 IJO 4J102 858 33. 324 324+4 

60% *8% BrMyaj 112 3539 2SEMu0p4 »% «>+ 3 

30% 29% BrtlAIr I J3a 4.7 52038 34% W% 4 

39% Z7% BdlQaa iJ+a R3 10310834% M %+ *1 

71 54% BrkPI 349a 4J 11 3883 84 82% 84 +l4 

8% 5b amp at 58? 8% 8% .?%+ % 


32% at BHP 1J7e 4J 14 ^ 284 V\ TO4+ % 
324 24% BktyUG 1J4 15 10 338 28% Vk 38%+ % 

15% 114B«iai x 111* 69 IS Mb 15 +b 

33% 22% BrwnGp IJO 6J 13 125 24% 24% 24% + h 
C% :3V BiWr 04 U 21 10883 40 % 39% 40 +1 

n% 12% Bmwfe .44 10 1650 15% 14% 15% + % 


15% 12 BKlnv 1.72a 11 12 63 13% 13% TO% - % 

10% 12 Btria a 892 15% Mb U - H 

37% 22% BudNOI 120 33 11 5348 37% 3S% S/% + b 


57% 22%BudNBI 120 32 11 5348 37b aSJj »% + ** 

SS% 38% BrAsc J7a 1J 44 4413 434 42% «b+1 

a’ 16 BumPP IJ6 8.4 15 14 16% 18% 18% 

14% 8% BaaMd 37 90 9% 8% 9%* % 

- G-C“C — 

40% 27%caim .a 15 a 1749 »% »% »%+ % 

221 170 CBS 4.40 14 16 1034 «3< 180 183% +3% 

18% 10% cm II 301 12% 11% **%- % 

8 5 CF hWO 1 11 91 5% 9% 9% 

V IbS'iS 11 8 M 1% bJ Bj- 4 

S% 27bCMSEngJ0* 10 B20 g^ “V "4+ % 


6% CH3HI 1.08 11 ES 


28% U CML 


108% MbCNAFn 7 KB 72% WV «b+l% 

12b 10?CNAI 1J* 11. 9 84 11% 11% «%+ % 

74 68% CPC 2 17 17 20B8u74% 72% 74 +1% 

34% 23% CPI A8 U 15 904 TJh V Z7 -% 

0% 7% CHI IML40S 40 234 8% 0% 8% 

12% 104 CHI Uql J4a «L 236 11% 11% 1lV+ % 

21? 14%CH88ix .12 .711 8» lA »4 18% ♦ H 

38% 31 CSX 1.40 4.1 02M4 34 M “it 1 . 

25% 18b ers .79 3J1 10 28 21% Mb 714+ 4 

Mb 10% Cl® M 46 1919 W% 18% 16% + % 

28% aiVCDIWr n.l9a .7 BC2 *% 29% 28 + % 
19% 6% CDItm n 17 574 M% Mb 1*4 + % 

44% 30% Cabal 1-0* 14 M6 1084 30% 30% 30% + b 


11 236 11% lib «%+ % 

.7 11 633 18% »4 18% ♦ % 

4.1 82M4 34 33 33% +1 


17% M CWDG n 
434 17 Caaaw 


169 1*% Mb 14% + 
9 432 M% U% 10% - 


14% ColFad 1.40 10 6 36» 17% 17. 17U+ % 

4b 2% CalflE .40a 19. 5 2% 2% 2%- % 

18% 12% Callhn 101 1*b M 14%+ % 

34% 24%C*mw .« 10 13 271 334 32% 32b - % 

3% % Canon 40 9-18 9-M 0-1* 

1% bCmpHg 48 11-18 % H-1-16 

80% 404Camp3p 1 1J1051974 814 50% 51%+ % 

24% 17% CdnPcg 98 3285 18% 15% 18%+ % 

8 1% CanICa 11 1% 1% 1% 

578 413% CapCHa 20 0 21 304 u5B0 584 897% +22% 

84% 33% CopHM 1-08 24 0 788 *5% 44% 45% +1% 

204 Ob CvM 12* 14. 9 51 15% 15% M b + % 


40 818 9-M 9-16 
48 11-18 % %-1-IB 


17*01% 50% 51% + % 
85 18% 151j 18%+ % 

04 u5SS~ 584 597% +22% 

88 45% 44% 45% +1% 
51 15% 15% «%+ % 
59 12 11% 11%+ % 

39 3% 3% 3% + % 


M% 11% CapM plIJO 13. 93 12 11% 11%+% 

M? 3 toW 435 3% 3% 3^+ % 

44% 37%CadMaUK) 37 10 134 324 32% 32%-% 

12% 8% CardcP 25 74 11% 11% 11% 

4% 2 Cade 27 3 3 3 

26% HSbCarqR JO 11239 82 10% 19 19% - % 

48 384 CorPn 192 84 11 1390 « 44% 45% + 1% 

54% 43% CaiTac 140 4 £ 10 118 50% 50% 50% 

9% 3% Carom* .10 12 75 8 4% 4% 4% - % 

I*? 9 Carolw 408 5% 5% 6% 


9% 3% Carom* .10 12 75 8 4% 41 

i4% a Carom aoe s% 5 

90% 4!%CartWI J2 1.7 IS 2528 48% 47' 

20% 19% CaacNQ 1X12 BA 9 58 15% 15* 


20% 19% CaacNQ 1 32 14 9 58 M% 16% 15% 

45% 2S%CaxUCk 21 SR 38% 38 38 - % 

88 52%CD»r(r 130 IJ IS 7054<i6B% B*% 88% +2% 

13% 11%C«kFr1Ja 19 9 48 12% 124 M%+ % 

43 28% cantal a JB 2JUB 1882 32% 30% 32% +2 

21% »%CMEn 1.80 14 11 8757 194 18% M%+ % 

42 2B% ConMx JO J 11 954 u42% 42 42%+ % 

404 31%Car60W178 7JM2483 30% 304 29%+ % 

24% 20% ConHud ITS 10 9 133 22 21% 21%+ % 


24% 20% CanHud 1JB 10 
52 49 CMUpMJD 9X1 

24% 20%CnflP8 104 14 


J II 964 u42% 42 42%+ % 

X) U 2483 30% 304 39%+% 
,0 9 133 22 21% 21%+ % 


9X1 zSO 60 90 50 +1 
14 11 1538 22% 21% 22 + * 


24% 20% CnflPB 1.84 141115a 22% 21% 22 +% 

38 31% CnLaB 168 7J 10 2M 33% 33% 33%+ 4 

30% 17 CeMPw IJO BJ 10 TM 18% 18% 18% + % 


a 17 CeMPw 1.56 13 10 7« 18% 18% 1B%+ % 

18% CMhr n.100 IJ 17 295 » IBb 19 

39% 34%CVPG 104 7 J 13 48 27% 27% 27%+% 

38% 23 Cntyn .42 1 J 3* 718 28% 28% 28% +1 

Mb «b SwiM fJSa 20. 7 170 7% 7% 7% 

37% SbCMlWin 1.M 17 7 3933 20% 28% 29% + l% 

13% 7% Ckp^U 20 10 11 197 10 9% M + % 

15b 94 CMHO n 17 35 13% 13% 13% - % 

5b 3b ChanC JBo 1.188 838 4% 4 4%+ % 

44% 23% Chase 148 93 7270 25% 34% 25% + 1 

53% 49% Chaa PD529 11 7 50% 90 504 + b 

42% 35% Chaa p*F4XMo 11. 2« 38% 38 364+ % 

28% 25 Chde P«C1B2 m 17 28% 25b 23%+ % 

28% 23 Ciiaa plH144 11 30 24% 24% 24%+ % 

9% SbCtwsa 47 « 4% 4% 4% — % 

39% TOVChamed 106 18 12 329 20% 29% 29%+ % 

41% 22b ChmBnk 272 11. 3750 2Sb 25 25%+ % 

6 2% ChBkB.ni 26. 818 2b 2% 2%+ % 

9% 7 ChBpICJto 11 174 7% 7% 7%+% 

47% MbChBkpMJBa H 10 37 38% 37 

42% 3Z% ChBk p(8J8a 11 88 33% 33 38% 

28 23% CUB dp&n 11. 38 25 24% 24% + % 

23% ISbOiWMS S.H J 292204 J21% 21% 21%+ % 

23% 17% Chapk .72 18 TO 331 19 18% 10 + % 

73% 81%Chavml50 4,1 « 0806 88% 87% 88% + 1 
149 134% ChMIW «o 42 19 31 139% 138% 139% + % 
*"22% -13 ChUan J4a 10 140 77b 77 17%+ %- 


42% 32%CbBk pOJBa 11 88 33% 33 38% 

28 23% CUB dpun 11. 38 25 24% 24% + % 

23% lSbCMftMe S.I2 J 292204 J21% 21% 21%+ % 

23% 17% Chapk .72 3J 10 331 19 18% 10 + % 

73% 3T% Chovm 150 4,190 8806 88% 67% 88% + 1 

149 134% ChMIw «o 43 19 31 139% 138% 139%+ % 

*"22% -13 CMtall 34* 20 140 17% 17 17%+ %- 

-34% -23% Chllb 9 21 424 »b 33 33b + % 

21% MbCMquH .40 IJ 8 «30n21% 20 b 20%- % 
9% 4%a*FWIJll 12 13 38 8 5% 0 

44% 30%ChriaCr 1.611 4 J 44 SW 33% 33% 33%+ % 

10% ab Chrtatn 19 88 TO 0% 10 + % 

27% l4%Chryah 120 7.148 8038 16% M4 18% + % 

1024 04 CM* 20* 20 923a 90% 88% 894+1% 

44% 43% Chut* Wl 1u44% 44% 44%+% 


4% 1% Chyran 

39% 31% Cheap 


Chut* Wl 1 u44% 44% 44%+% 

ChyroK 78 1% lb i% 

Chcorp W0 7211 M3 34% 33% 34 + % 

ChmBal .78 32 17 190 23% 23 23%+ % 


32% 25% OnGE 140 10 7 270 30% 294 30 + % 

98 90% CM3 pi 128 18 4250 93 0*% 94%-1% 
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Too much 
informality 
can be 
dangerous 

C orporate strategic plat 
ning was once seen as ■, 
prime cause of a con 


C orporate strategic plan- 
ning was once seen as a 
prime cause of a com- 
pany’s competitiveness, bat 
went seriously oat of fashion 
in the early 1980s. By the end 
of the decade there was statis- 
tical evidence that companies 
without central planners were 
providing higher returns to 
shareholders than those which 
still employed them, according 
to a research study by accoun- 
tants Deloitte Hashing & Sells. 
. Yet the anti-planning fash 
ion may have gone too far. 
Many companies are now dis- 
covering this as they grapple 
for some sense of direction to 
guide them through the 
uncharted waters of fast-mov- 
ing international competition. 
Such befnddlement has not 
only s track companies with 
collections of diverse divi- 
sions, but also plenty of rela- 
tive specialists. 

The “dump planning” move- 
ment, which was fostered by 
the unpredictabilities which 
hit business a decade ago, was 
given especial force by the 
very public way In which, in 
the early 1980s, General Elec- 
tric of America disbanded 
znoch of its central strategic 

planning effort. 

What many emulators foiled 
to notice amid all the media 
hype was that GE had actually 
been much more constructive 
than merely hacking hordes of 
planners. It had: decentralised 
much of its head office plan- 
ning to its divisions: trans- 
ferred p lanning responsibility 
from a staff of specialists to 
line managers; distinguished 
much more clearly between 
strategy (the setting of broad 
lines of direction) and plan- 
ning (of detailed actions); 
shifted from a bureaucratic 
annual cycle of “plan and 
review everything” to plan- 
niag-by-need and reviews-by- 
exception; and built a slim 
new central strategy depart- 
ment, staffed mainly by for- 
mer management consultants 
recruited from outside. 

Other multinationals, such 
as Britain’s Id and BP, have 
taken broadly similar steps, 
replacing their planning 
bureaucracies with a stream- 
lined strategy effort. The 
result has been something of a 
convergence between the sort 
of strategy mechanisms oper- 
ated by the giants and those 
employed by many smaller fry. 
from mini-conglomerates 
which used to decry planning 
but have now built small strat- 
egy departments, to medium- 
sized specialist companies 
whose chief executives and 
divisional managers have 
become their own strategists. 

The strategic baby which 
had been thrown out with the 
planning bathwater has been 
rescued, in other wonts. But 
not always appropriately. 
Many managers still believe 
that there is some uniformly 
“correct" way of formulating 
strategy. 

As Michael Goold of the 
Ashridge Strategic Manage- 
ment Centre makes dear In a 
new research paper*, compa- 
nies ought to decide quite con- 
sciously what degree of for- 
mality they need in their 
strategic control processes. 
Yet most tend to plump for 
informality almost by default. 

The requisite degree of for- 
toality depends on a welter of 
factors, including the relative 
diversity and complexity of 
the company's portfolio of 
businesses, and of each bust- 
ness. Equally relevant is how 
skilled or otherwise the com- 
pany's managers are at strate- 
gic analysis, p lanning - and con- 
trol. Relatively unsophis 
ticated companies need to 
progress through a series of 
formal learning stages before 
emerging with as informal yet 
effective a strategic process as 
GE's. 

. Goold argues that, at least 
In Britain, most companies* 
strategic skills and processes 
are still at the stage which GE 
had reached In the early to 
mid 1970s. Even if one allows 
for some compression of the 
time companies now require to 
learn new skills, he says there 
may be more need for formal 
strategic control processes 
over the next decade than 
many managers realise. 

Special pleading from a 
strategy consultant? Perhaps. 
But there is more than a grain 
of truth in his point that sev- 
eral phases of strategic “tight- 
ness” may be needed before a 
company emulate GE - 
which has not. In any case, 
gone as strategically “loose" 
as many people think. 


Christopher Lorenz 


*Strategic Control Processes. 
Ashridge Strategic Management 
Centre, London. UK. 071 
“328-1422. 


“LONG-FUSED” is a favourite 
expression of Nicholas Brady, 
the US Treasury Secretary. 
Whether talking about Ameri- 
can business, his former world 
of investment banking or his 
current one of government, Mr 
Brady likes to focus on the 
long-term. 

“I've been impressed over 
the years that the world is full 
of long-fused successes and 
that the American business- 
man operates best when he has 
pr ed ict abilit y of fee tors going 
into his plans.” Similarly, he 
complains how the tight Bud- 
getary squeeze impinges on the 
Government’s ability to help 
shift the focus to the long-term 

- “it limits the policy options 
in a very dramatic way.” 

Mr Brady’s long-term focus 
is unusual in a city preoccu- 
pied with today’s controversy 
and tomorrow's deaL He stands 
out from the conventional 
Washington man of power, 
who is highly articulate, asser- 
tive and adroit at manipulating 
relations with the press and 
Capitol HilL By contrast, Mr 
Brady Is low key, hesitant and 
an indifferent public per- 
former. hampered by lifelong 
dyslexia. 

But he is approachable, 
straightforward and ready to 
admit uncertainty when others 
offer instant solutions. Above 
all, Mr Brady is trusted, both 
on Capitol Hill and by his close 
friend in the White House. 

In many ways, Mr Brady is 
still the investment banker he 
was when running Dillon 
Read, offering disinterested, 
•non-ldeological advice. Only 
now his client is the US presi- 
dent. 

Because of his absence of 
public flair Mr Brady tended to 
be written off by many in bis 
early days. He did not help 
himself with a number of polit- 
ical gaffes, while he lacked the 
fluency of his predecessor, Mr 
James Baker, at international 
meetings. 

But Washington opinion has 
now shifted more in Mr Bra- 
dy’s favour, in part because his 
private influence with Presi- 
dent Bush has come to be 
appreciated. Mr Brady has also 
won some battles - for 
instance successfully lobbying 
Senators last month over the 
n omina tion of a new savings 
and loan regulator. 

A week ago he, and under- 
secretary David M afford, won 
international support for a lim- 
ited increase in the resources 
of the' International Monetary 
Fund linked to tough action on 
arrears to the fund. Mr Brady 
has appeared more relaxed per- 
sonally In the last three 
months following a hip replace- 
ment operation. 

Mr Brady’s long-fuse 
approach has also begun to 
work. Both his main initiatives 

- to reduce the debt burden of 
Third World countries and to 
rescue the financially troubled 
US savings and loan or thrift 


MON DA Y INTERVIEW 


A healthy 
look at the 


long term 


Nicholas Brady, the US 
Treasury Secretary, speaks 

to Peter Riddell 


industry - have had mixed 
records. But they are advances, 
however flawed, on what went 
before. Several debt reduction 
deals have been agreed and the 
thrift rescue has been 
launched, even though more 
money will be needed. He dis- 
misses talk of a crisis, conced- 
ing shakedown problems, 
which “will be cured and we’ll 
move on." 

Recently Mr Brady has 
sought to stimulate a debate 
about the US's long-term prob- 
lems. He sees the threat as 
being a combination of “a tax 
code jumping around every 15 
minutes, a takeover movement 
so violent that nobody can con- 
centrate on long-term plans. 


PERSONAL PILE 


1930 Bom, New Jersey. Edu- 
cated Yale and Harvard 
Business School. 

1954 Joined Dillon Read. 

1982 Served eight months as 
appointed member of US 
Senate for New Jersey 

1982-88 Chairman and chief 
executive officer at Dil- 
lon Read. 

1988 Appointed Treasury Sec- 
retary by President Rea- 
gan. 


and a preoccupation with 
short-term earnings because 
they are pitched to stock 
options and bonus plans." 

Mr Brady acknowledges that 
at present he can for the most 
part only call attention to prob- 
lems. “We should have benefits 
for research and development 
which would extend over time. 
But you obviously have a nega- 
tive effect on Budget revenues. 
We should also aim at a cost of 
capital that is competitive with 
the rest of the world. I would 
certainly rank a capital gains 
differential - a lower rate rela- 
tive to Income tax - in that 
programme." 


He is particularly concerned 
with the anomaly whereby div- 
idends are taxed twice (at both 
the corporate and individual 
level) and interest only once. 
He favours an integration of 
corporate and personal taxa- 
tion where there is a fairer 
treatment of equity as opposed 
to debt “If you give borrowed 
funds a more privileged posi- 
tion people are going to use 
that as a method of generating 
capital that has a much shorter 
time fuse than equity. Equity 
capital is forever." 

While Treasury officials are 
preparing a study of various 
options, “the particulars of 
bow it might work are not 
completed and have no time 
date. The problem is that irre- 
spective of how you do it there 
is an enormous hit on the Bud- 
get” 

Mr Brady also talks of 
chang in g the framework of cor- 
porate governance. He thinks 
that “some part of the inten- 
sity that fuels the takeover 
phenomenon is that the nor- 
mal procedures that would be 
present In a totally democratic 
form of corporate governance 
aren’t there. The average 
shareholder feels somewhat 
disenfranchised. 

“A great deal of the rationale 
for the takeover hinge was 
fuelled by the fact that this is 
an effective way of exerting 
corporate governance. I think 
that's a bum way to do it You 
have to have stability. You 
can’t have a change in corpo- 
rate direction every time there 
is a hiccup. Those who thought 
they were improving the US's 
ability to compete internation- 
ally because of the takeover 
phenomenon, by putting in 
new mapttffpmpTi t- anil increas- 
ing the efficiency of manage- 
ment have produced the oppo- 
site result They’ve added to 
the short-term preoccupation 
because they've got everyone 
looking over their shoulders to 
provide a quarterly increase in 


Freedom of expression 
post Winchester Three 


C ourts are sometimes 
faced with cases which 
in legal form present no 
political problems but in feet 
give rise to immediate political 
consequences. 

Such was R v Cullen, 
McCann and Shanahan - the 
case of the Winchester Three 
whose convictions for conspir- 
ing to murder Mr Tom King 
MP (at the time. Secretary of 
State for Northern Ireland) 
were quashed by the Court of 
Appeal. 

The court concluded that 
highly-publicised comments on 
radio and television by Mr 
King himself and Lord Den- 
ning, made contemporaneously 
with the final stages of the 
trial which were critical of the 
hallowed right of an accused to 
remain silent both on arrest 
and on trial, totally prejudiced 
the trial of the three defen- 
dants who were relying stoutly 
upon their right to silence. 

While there were plaudits for 
the evident demonstration of 
judicial independence at a criti- 
cal moment in Anglo-Irish rela- 
tions over the two systems of 
criminal force applied to IRA 
terrorists, there is a distinct 
uneasiness about the impinge- 
ment of the decision on free- 
dom of expression. The politi- 
cal Impact of another blow to 
free speech may be more last- 
ing than the temporary boost 
to the Anglo-Irish Agreement. 

The case was peculiarly 
unusual in the focts surround- 
ing the criminal event and the 
circumstances of the ensuing 
criminal trial. The three 
accused had been reconnoitr- 
ing in the extensive grounds 
which border on Mr King's 
country house in Wiltshire. 
After Mr King's daughter, who 
was in the vicinity horse-riding 
with a friend, had become sus- 
picious and alerted the police, 
the three accused were discov- 
ered with the accoutrements of 
terrorist activity. Mr King 
appears to be the potential vic- 
tim of these preparatory acts. 

English law has always dis- 
played a thoroughly pragmatic 
approach to complaints by a 
defendant that a trial is 
aborted by prejudicial publicity 
in the media. 

The judges have felt confi- 
dent that whatever the public- 
ity, jurors are well able to 
thrust aside anything that they 
have seen or beard, and try the 
case on the evidence elicited in 



JUSTINIAN 


the courtroom: “The drama of 
a trial almost always has the 
effect of excluding from recol- 
lection that which went 
before,” is how the Law Justice 
<tf Appeal put it 
That is not to say that par- 
ticular prejudiced publicity 
should not be discouraged by 
the use of contempt proceeding 
against the offending newspa- 
per editor or broadcaster, even 


The precedent 
created by the Court 
of Appeal is 
unsatisfactory 
because there was 
available to the 
Court an easy way 
out of the dilemma 


if the trial proceeds uninter- 
rupted. Even then trial judges 
can always discharge the jury 
and start again. 

The trouble in the Winches- 
ter Three case was that the 
trial judge reckoned that the 
jurors, suitably warned, could 
dismiss any prejudiced matter 
from their minds. Quite excep- 
tionally. the Court of Appeal 
thought he was wrong and was 
bound (as the law then stood) 
not to order a retrial. The three 
went scot-free, and no con- 
tempt proceedings against Mr 
King or Lord Denning seem 
conceivable. 

The logic of the law is that 
comment on a matter of acute 
public interest - in this case, 
the accused’s right of silence - 
is to be severely limited if it 
may adversely affect the 
accused's defence in some 
criminal trial in progress. 

The precedent created by the 
Court of Appeal is even more 


unsatisfactory because there 
was available to the Court an 
easy way out of the dilemm a. It 
involved an alternative ground 
of appeal which raised an 
important legal point devoid of 
political overtones. 

The jory at Winchester 
heard no direct evidence that 
the accused had agreed among 
themselves on a course of con- 
duct with the intention of mur- 
dering Mr King. The jury could 
have arrived at a decision that ! 
there had been such an agree- 1 
meat. but it would have done 
so only as a matter of inference 
from the proved circum- 
stances. 

There were two main rival 
influences that could be drawn 
from the proven focts. Either 
the three had already agreed to 
murder Mr King and were sim- 
ply acting in furtherance of 
that agreement by spying out 
the land prior to the deed. 

Alternatively, their recon- 
naissance of the Wiltshire 
countryside preceded any 
agreement to kill Mr King. 
They m i g h t have been reserv- 
ing any criminal intent until 
they had done a feasibility 
study on the ground, or had 
been sent by their Irish col- 
leagues on an intelligence 
gathering mission. In either 
case, there would have been no 
criminal conspiracy, only a 
step preparatory to entering 
into a conspiracy, which does 
not constitute a crime. 

The Court of Appeal 
acknowledged that the “wide 
nature of the information" 
which the accused had accu- 
mulated and recorded, together 
with the diversity of the mate- 
rial found on them, “showed it 
was equally compatible with a 
course of conduct which did 
not necessarily involve or 
include the murder of anyone". 

At a time when the Court of 
Appeal is being criticised for 
exercising too sparingly its 
power to set aside a jury's ver- 
dict as “unsafe and unsatisfac- 
tory” this was a lost opportu- 
nity. Judicial independence, as 
well injecting sense into the 
law of conspiracy, would have 
been manifested within the 
court, with the issue being 
swept up in a tide of political 
comment about either terror- 
ism or legislation. This could 
profoundly affect a fundamen- 
tal aspect of the criminal jus- 
tice system. 




‘If you want to see the benefits of stability, look at Japan’ 


profits which has the effect of 
cutting down long-term prof- 
its." 

Instead, he suggests, “if you 
want to see the benefits of sta- 
bility, all you have to look at is 
Japan. We should be headed in 
their direction if that tn^pH«w 
trying to aid in providing cor- 
porate management and 
boards with the wherewithal to 
think long-term." 

Mr Brady has talked of 
encouraging a partnership 
between shareholders and 
executives in achieving a cor- 
poration’s long-term goals. He 
sounds sceptical about a closer 
involvement of outside nan-ex- 
ecutive directors. Recalling his 
own days on a number of 
boards, he says time require- 
ments have probably increased 
fivefold in the last 15 years. “It 
is very hard for an individual 
to be on more than five boards 
and conduct his own business. 
There are requirements for 
audit, finance, long-term plan- 
ning, nominating committees. 
There are probably six or eight 


of them on every board. It's 
enormously time consuming.” 

Mr Brady describes as “pass-, 
ing strange" the preoccupation 
of pension funds with 
short-term investments. “The 
beneficiaries of these plans — 
the working people of America 
- should have a big interest in 
seeing that those funds are 
deployed not only profitably 
bat also so that more jobs are 
created and enterprises are 
more competitive." He says a 
proposal from Senators Robert 
Dole and Nancy Kassebaum for 
a short-term turnover tax “cer- 
tainly catches the eye. How- 
ever, it is a tax. But It indicates 
that Congress is very inter- 
ested in pension funds being 
tbe source of patient or 


long-term capital/ 

The Treasury is also closely 
interested in financial markets, 
on which Mr Brady has strong 
views as bead of the presidenr 
tial commission which looked 
at the October 1987 crash. He is 
pressing, against strong opposi- 
tion, for the Securities and 


late stock index futures as well 
as. stocks, which he sees as 
befog part of a single market- 

Work has started oh. a 
review of the international 
position of US banks. A hew 
plan is not about to burst on 
the landscape, but ideas are 
befog discussed to nuke the 
system more competitive.- Mr 
Brady supports replacementaf 
the 1930s’ Glass-Steagall law 
separating investment and 
commercial b anking , though 
he sees a change more as a 
. natural evolution than a pana- 
cea. Federal deposit insurance 
and . non-bank investments in 

hanks are also twing p nwnlnwl 

Mr Brady admits some con-, 
cera about the current prob- 
lems of US banks, but notes 
that in the US at present there 
are rolling downtrends, both in 
industries and in regions. “You 
get it in California, you get it 
in the south west, now we’ve 
got it in New England - 
regional setback in the elec- 
tronics industry, some of the 


service industries that have 
replaced textiles and in real 
estate. Every time a region has 
a downturn it shows up in real 


He does not believe there 
will be a repeat in the commer- 
cial banking system of what 
has happened in the savings 
and loan industry ~ 38 long as 
there is continued growth. “If 
we’re going to have a big 
downturn then aft bets are off. 
But I don’t see that I see wbat 
the statistics in the first quar- 
ter have produced - medium- 
sized growth.” 

in the end it all cranes back 
to finding a solution to the 
Budget problem, about which 
Mr Brady is "very optimistic". 
He looks forward to an agree- 
ment - following the biparti- 
san talks starting at the White 
House tomorrow - not just for 
the reduction in the deficit it 
may produce, but because then 
“we’fi he able to talk about 
some of these things" which 
will help the long-term compet- 
itive position of the US. 
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FINANCIAL TIMES 

SURVEY 


The 1990s open a 
new chapter in the 
markets, with stress 


on domestic policies. 
This explains the 
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partial eclipse of G7 efforts to 
stabilise exchange rates, says 
Peter Norman, after a year that has 
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seen huge changes which alter 
radically the global outlook. 

Inflation casts 
its shadow 


AFTER THE extravagant 
eighties, the world’s economic 
.policymakers are having to 
adjust to the no-nonsense 
nineties. 

The revival of inflationary 
pressures that started in the 
leading industrial countries 
about two years ago has led to a 
renewed emphasis on counter- 
infla tinnary policies that is ran. 
turning. First, the US and West 
Germany, and later the UK, 
raised short-term interest rates 
to combat the threat of higher 
prices. 

More recently, long-term bond 
rates have risen sharply. This 
development, which reflects a 
growing global need for capital 
in the wake of the economic lib- 
eralisation of eastern Europe 
and a decline in savings rates in 
the industrialised world, has 
reinforced the trend for interest 
rates and interest-rate differen- 
tials to determine currency 
movements. 

International investment is an 
unsentimental business, where 
high returns and the security of 
capital dictate investment flows. 
The widespread deregulation of 
financial markets and failing 
barriers to the free flow of fluids 
between countries have further 
increased the power of the for- 
eign-exchange and bond mar - 
kets to influence national poli- 


cies. 

Any country that fails to keqp 
its prices under control, or to 
reward foreign holders of its 
currency adequately against the 
risks of inflation , stands to suf- 
fer a devaluation of its currency 
and the attendant risk of stall 
higher inflation through rising 
imported goods’ prices. 

As a result, an the leading 
Industrial nations now aspire to 
hard-currency status. But 
because, by definition, not all 
countries can have a strong cur- 
rency at fkh same time, tin* for- 
eign exchange markets have 
again become the focus of 
national rivalries. 

This phenomenon explains 
the partial eclipse of the efforts 
of the Group of Seven leading 
industrial natinns to stabilise 
exchange rates. The failure in 
April of the G7 - «Misfotfn g of 
the US, Japan, West Germany. 
France, Britain, Italy and Can- 
ada - to put together a credible 
package to support the yen after 
the currency’s trade-weighted 
fall of around 20 per cent ginre 
the beginning of 1989 illustrated 
the current limits cf policy co- 
ordination. 

Tfae present reduced impor- 
tance of coordinated action by 
the leading industrial countries 
in currency marfcpta contrasts 
with the successful action by 
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the Group of Five countries (the 
G7 minus Italy and Canada) to 
depress the dollar alter their 
September 1985 Plaza Accord 
and the effbrts of the G7 follow- 
ing their February 1987 Louvre 
Accord to stabilise currencies. 

On fiie other hand, the shift 
from international to domestic 
priorities in economic and mon- 
etary policy lias enhanced the 
importance of central bankers. 
It is no coincidence that coun- 
tries such as New Zealand are 
seeking salvation from inflation 
in greater independence for 
their central banks, or that in 
Britain a lively debate is under 


way over whether the Bank of 
England should be given greater 
responsibility for the conduct of 
monetary policy. 

Instantaneous electronic com- 
munications, linking foreign 
exchange operators in centres 
such as London, New York, 
Tokyo, Frankfurt, Paris and 
Hong Kong, have lifted the esti- 
mated daily turnover on foreign 
exchange markets to a level in 
excess of $200bn. 

Over the past year, the forex 
markets, the central bankers 
and the world’s finance minis- 
ters have had to cope with 
momentous changes that arc 


likely to alter radically the 
global outlook for 1990 and 
beyond. 

The deraocratisation and shift 
to market economies in eastern 
Europe; the planned monetary 
and political union or the two 
Germany s; the growing eco- 
nomic and political problems of 
the Soviet Union hi g hli g hted by 
Lithuania's declaration of inde- 
pendence - these have been 
events that would have been 
inconceivable a year ago. 

They have already contrib- 
uted to significant changes on 
finnnrial markets, such as the 
new claim on capital, already 


made scarce by the 1960s invest- 
ment boom in the western 
industrialised countries. The 
consequent volatility on finan- 
cial markets has expressed itself 
largely in the escalation of 
long-term interest rates in 
recent months rather than in 
exchange-rate movements. 

Between the end of last year 
and tbe end of April, the annual 
yield of US bonds with 10 years 
to maturity rose by a full per- 
centage point to 92 per cent; by 
1.3 points to 7 per cent in Japan; 
by L5 points to 83 per cent in 
West Germany and by 2.6 points 
to 133 per cent in Britain. Only 


in France, among the major 
issuers, were 10-year bond yields 
about stable, edging up to 9.8 
from 9.4 per cent 

Over the same four months, 
important currency cross rates 
showed divergent trends. Both 
the dollar and Deutsche Mark 
gained around 10'* per cunt 
against the yen, while the cross 
rates for the dollar-sterling, 
D-mark -pound, do liar- D-mark 
and French franc-D-mark 
showed changes of between plus 
1*4 per cent for the British 
pound against the dollar to 
minus 2 per cent for the D-mark 
against the French franc. 

This disparity between recent 
long-term interest-rate move- 
ments and exchange-rate devel- 
opments is explained by the 
varying perceptions of risk 
attached to the respective econo- 
mies and currencies. 

The steep rise in the yields of 
Britain's Gilt-edged securities 
mirrored the growing uncertain- 
ties surrounding the UK’s eco- 
nomic performance as fears of 
rising inflation mounted, but 
helped to keep sterling rela- 
tively firm. 

The potentially huge costs 
and possible inflationary impli- 
cations of German monetary 
union weighed on the prices of 
D-mark bonds and produced 
some slippage in the D-mark's 
performance against tbe franc 
and French government bonds. 

The tightening of Japan’s 
long-term interest rates in the 
period failed to restore confi- 
dence fully to the yen. The rel- 
atively small increase in US dol- 
lar bond rates and the 
steadiness of tbe dollar, despite 
rising inflation in the US and 
fears for the stability of the US 
financial system, was partly 
explained by the dollar’s re- 
emerge nee as a “safe haven” 
currency in the wake of Lithua- 
nian unrest. 

Although the past four 
months have been relatively 
calm in tbe turbulent history of 
the foreign exchanges, they con- 
tained some cautionary tales for 
policymakers. 

A move by the Bank of Can- 
ada in January to narrow the 
gap between US and Canadian 
short-term treasury bill yields 
by around 40 basis paints (40 
hundredths of a percentage 
point) backfired horribly whoa 
it pushed the Canadian dollar 
down by almost 3 US cents. The 
Canadian central bank had to 
push short-term rates back up 
to levels higher than those 
when it initiated its policy of 
easing to reassure the markets 
of Its counter-inflation creden- 


tials. 

The yen’s travails and the 
vulnerability of sterling pointed 
to the dangers cf subordinating 
domestic policy priorities to 
international exchange rate sta- 
bility. 

Both Britain in 198S and 
Japan in 1988 cut interest rates, 
in the interests of currency sta- 
bility, to levels incompatible 
with controlling inflation. First 
Britain and later Japan Buffered 
a draining away of international 
confidence in (heir currencies. 

In Britain’s case, the 1989 cur- 
rent-account balance of pay- 
ments deficit of £21bn and head- 
line inflation, which now looks 
likely to hover around io per 
cent through the summer, have 
added to the disenchantment 
with sterling. 

By contrast, Japan could still 
boast a substantial, albeit 
shrinking, current surplus and 
an inflation rale far below Brit- 
ish levels. But the rapid 
increase in its money supply 
and open discord between the 
Bank of Japan and the finance 
ministry, which prevented a 
tightening of monetary policy 
and an increase In Japan’s inter- 
nationally low interest rates, 
prompted holders of yen to 
move their funds elsewhere. 

At the same time, the Euro- 
pean Monetary System has con- 
founded tbe sceptics by demon- 
strating great stability. The 
currencies participating in the 
EMS exchange rate mechanism 
have successfully weathered a 
scries of potential shocks, rang- 
ing from Spain's accession to 
the ERM last June to Italy’s 
removal of exchange controls 
today. 

At present - on the threshold 
of a new decade and within 
sight of a new millennium - 
the world's financial markets 
are beading into a very uncer- 
tain future. 

Will the higher interest rates 
of recent months permit contin- 
ued steady gro wt h or mark tbe 
beginning of the end of the eco- 
nomic upswing of tbe 1980s? 

Will the EMS countries be 
able to escape the volatility of 
the free-floating currencies, 
such as the dollar and yen, and 
move ahead towards economic 
and monetary union in Europe? 

And (a question that only a 
year ago would have been in the 
realms of fantasy) will the east 
European countries, and ulti- 
mately the Soviet Union, suc- 
cessfully make the transition to 
market economies, so that their 
currencies can be freely traded 
alongside the dollar, yen, 
D-mark and pound? 


SOME PEOPLE SAY THAT SIZE 

IS EVERYTHING. 

AS LONDONS MOST COMPLETE 

FOREIGN EXCHANGE 
OPERATOR WE BEG TO DIFFER 


Our long-term performance in the market 
has led to us becoming one of the largest 
foreign exchange operators in London. A fact 
that we believe we can take some pride in as 
it is the most competitive financial market any- 
where in the world. 

But there is another fact that we ate equally 
proud of as we grow bigger. That is, whilst recog- 
nising the importance of growth, it should not be 
at the expense of other operating virtues that have 
become our stock in trade through the years. 

Namely a belief that there is no substitute 


for quality of service, whether the deal is big 
or small, complex or simple. It is one of our 
guiding principles, a fact which is reflected in 
the attitude and ability of our staff. 

So whilst our progress in the market owes 
much to our utilisation of technology and our 
ability to generate Innovatory products that 
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which make the real difference. 
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ringing us today. 


M j M 
1 O 
D ! N 
I. I T 

A j A 
N Cj 
D i U 


Midland Bank pic Treasury, Foreign Exchange 

10, LOWER THAMES STREET, LONDON EC3R 6AE. TEL: 071-260 0600. 

HIDLANU MONTAGU UA GROUB IS*. WEST SATM STREET. NEW YORK. NY HXMO.TEL: l2l2r9t/> 7000. MIDLAND liKCri'C Alt' BUILDING. 8TH FLOOR. M MAKUNOPCHI 1-CIIOWE. CHITOnA-Kl 1 . TOKYO 100, TRLi MA-2M IHfal 

AMSTERDAM, ATHENS. DUBLIN. DUSSELDOKK HELSINKI. HONG RUNG. MADRID. OSLO. STOCKHOLM AND SYDNEY 

MIDLAND MONTAGU IS THK INTERNATIONAL AND INVESTMENT HANKING ARM OF MIDLAND GROUK JKSITKD BY MIDLAND HANK M4L A MEMBER OF IMHO AND AFBD. 















IV 


FINANCIAL TIMES MONDAY MAY 14 1990 


( FOREIGN EXCHANGE 2 ) 


< 

i 


B; 

I G1 

c k 
ac 


10 
in 

E< 

fo 

W; 

di 

su 

ye 

co 

er 

fo 

th 

tli 

ca 

bs 

nt 

er 

in 

dc 

of 

tr 

in 

a 

d( 

a 

ir 

11 
tl 
ti 
ii 
P 
n 

0 
t 
t 
s 
t 

1 
l 


Eastern Europe: the quest for convertibility 

A free market comes first 


THINK OF all a West German 
can do with a pocketful of Deut- 
sche Marks. 

She can go out and buy goods 
in her local shops - some 
made In West Germany, but 
many made abroad. She can 
hold them, knowing that - 
thanks to the Bundesbank - 
her money will buy almost as 
much a year from now as it 
does today. Better still, she can 
deposit her D-Marks in a bank, 
buy equities or, if her pocket is 
deep enough, purchase machin- 
ery and set up a factory. She 
can take them abroad and boy 
whatever strikes her fancy. She 
can use them to buy foreign 
stocks and shares or even for- 
eign factories. 

She is. in fact, the possessor 
of a symbol of a free economy: 
money that she may spend as 
she sees fit By spending it she 
can influence producers not 
only in her own country, but 
throughout the world. 

If the D-Mark is a symbol of 
one of the most successful of 
capitalist economies, the rouble 
Is a symbol of the mother coun- 
try of communism. For the rou- 
ble in her pocket allows the 
Soviet citizen to do virtually 
nothing. It is a parody of 
money. 

True, she can take her rou- 
bles to her neighbourhood 
shop, but she will have to 
queue there for very limited 
quantities of poor quality, 
almost entirely domestically- 
produced, goods. She can also 
take her roubles to a free mar- 
ket, but prices will be a large 
multiple of those allegedly 
offered by the state. 

Unhappily, the shortages will 
get worse. The government is 
printing ever more roubles in 
order to bridge the gap between 
Its revenues and expenditures 
(the Soviet budget deficit being 
11 per cent of gross national 

S roduct in 1989). Still more are 
sing created by banks to keep 
enterprises afloat 
Yet the Soviet citizen has few 
alternatives to cash, except 
savings deposits that pay nuga- 
tory Interest rates of 2-3 per 
cent She cannot buy stocks or 
bonds. She cannot purchase 
most forms of real property. 
She is certainly not allowed to 
buy enterprises. She cannot, 
except in special circumstances, 
change her roubles into foreign 
currency, foreign goods or for- 
eign assets. 

If he (most unlikely to be she, 
even in the land of equality) is 



Alan Harper 

Enjoying the fruits of freedom In Frankfurt; alternatively, she might save her Marks or buy equities 


the manager of an enterprise, 
the Soviet citizen has little 
greater freedom. He cannot use 
the enterprise's money to buy 
goods freely from other enter- 
prises. He can buy goods and 
services abroad, but almost 
exclusively with foreign cur- 
rency his enterprise has earned. 

Four lessons can be drawn. 

■ First, a distinction must be 
made between convertibility 
into domestic goods and ser- 
vices (the elimination of price 
control}, into foreign goods and 
services (convertibility on cur- 
rent account), into the full 
range of domestic assets (free- 
dom of enterprise) and into for- 
eign assets (convertibility on 
capital account). 

■ Second, the external non- 
convertibility of a currency is 
an alternative and more com- 
prehensive way of imposing 
protection against imports. 

■ Third* its owners will try to 
flee from a currency that is 
mainly a covert tax. If the cur- 
rency is made convertible into 
domestic goods and assets, the 
symptom will be hyperinflation. 
If it is made convertible into 
foreign currency, the symptom 
will be a collapse in the 
exchange rate. 

■Finally, and most funda- 
mentally, eastern European 
economies can only have con- 
vertible currencies as, and to 
the extent that, they become 
market economies. 

It is no accident, therefore, 
that the first eastern European 
currencies to be made convert- 
ible Into foreign exchange 
(though for current transac- 
tions alone) were the Yugoslav 
dinar (at seven to the D-Mark 
since last December) and the 


Polish zloty (at 9,500 to the dol- 
lar since January). This move 
to convertibility reflected the 
desire of the two prime minis- 
ters, Mr Ante Markovic in 
Yugoslavia and Mr Tadeusz 
Mazowieckl in Poland, to intro- 
duce market economies. 

The move to convertibility in 
Poland and Yugoslavia also 
reflected their desire for price 
stabilisation. Having decided to 
make the currencies convert- 
ible into domestic goods and 
services, through price decon- 
trol, the two countries experi- 
enced the inevitable result of 
soaring inflation They then 
chose external convertibility at 
a fixed exchange rate as a 
means of stabilising the terms 
of internal convertibility. 

Such an external anchor, 
while helpful, is not enough. 
The currency spigot must be 
turned off as well Central bank 
financing of the deficits of the 
state ana enterprises has to be 
eliminated. This, in turn, 
means that budget deficits will 
have to be reduced (or, better 
still, be eliminated) and the 
H soft budget constraint" on 
state enterprises made firm. 

After Poland and Yugoslavia. 
Hungary and Czechoslovakia 
may be the next to try. The fate 
of East Germany is sui generis. 
The East German Mark is not 
to be made convertible; it will 
be abolished, along with the 
state that produced it 

The Soviet Union's soft rou- 
ble is so for from convertibility, 
even on current account, that 
some radlcalsfand many out- 
side observers, too) have 
suggested a short cut: the intro- 
duction of a parallel hard cur- 
rency. This would work like the 


gold-backed Chevronets of 
Lenin's New Economic Policy 
in the 1920s. 

The proposal suffers from 
two important defects. First, in 
the presence of continued dis- 
tortions In domestic relative 
prices, the partial opening of 
the economy could lead to 
hugely wasteful commercial 

Second, the parallel hard cur- 
rency would be no more than a 
covert way of “dollarising'’ an 
economy. The destruction of 
the old soft currency would be 
accelerated and, if domestic 
budgetary and monetary reform 
had not occurred, the govern- 
ment would find itself under 
irresistible pressure to destroy 
the new currency, too. In sum, 
if the government were to 
implement the necessary bud- 
getary austerity, introduction 
of a parallel currency would be 
unnecessary; if the government 
were not to, it would be useless. 

Moves towards convertibility 
of existing eastern European 
currencies are a component of 
the movement from a con- 
trolled economy, dominated by 
the state, to a market economy, 
based on private property. Con- 
vertibility, particularly external 
convertibility, requires radical 
changes in the processes of 
monetary creation and price 
formation. As to timing , con- 
vertibility can be as swift as 
economic reform Itself. But, if 
convertibility, even on current 
account, were sustained, the 
reforms that would have then 
occurred deserve the epithet 
"revolutionary". 

Martin Wolf 


German monetary union 


The D-Mark can cope with it 


THE SPEED with which debate 
over currency union between 
the two Germanys has 
advanced - from vague times 
tables measured in years, to a 
political imperative impatient 
of all economic niceties within 
a matter of weeks - has been, 
to say the least, bewildering. 

Now the Deutsche Mark 
seems set to circulate east of 
the Elbe from July 2, on terms 
that may today appear gener- 
ous - but which would have 
been greeted as sheer madness 
In January. 

Somewhat surprisingly, econ- 
omists. as well as politicians, 
appear confident that the tran- 
sition can be managed without 
too much economic dislocation, 
and, crucially, without tarnish- 
ing: the D-Mark’s prized bard 
currency image. 

The West German govern- 
ment’s proposals - which may 
be modified a bit in the course 
of bargainings with East Berlin 
- are for most savings (up to 
4,000 East Marks), together with 
wages and pensions, to he con- 
verted at parity - one East 
Mark to one D-Mark. Corporate 
debt will be halved in value, 
converted at a rate of 2:1. 

The terms are more generous 
than the scheme put forward by 
the Bundesbank, which, having 
swallowed the political realities 
forcing union sooner rather 
than later, suggested an overall 
2:1 rate with the exception of 
savings accounts of 2000 East 
Marks or less. 

The circumstances for this 
unprecedented experiment are 
not ideal. To begin with, as any 
textbook will explain, mone- 
tary union between two such 
unequal regions ought to occur 
in stages, the last, not the first, 
of which should be currency 
union, so that exchange rates 
themselves can ease the adjust- 
ment process. 

Instead, the inconvertible . 
East Mark is to be trans- 
formed, overnight, into one of 
the world’s leading currencies. 
This is because Bonn did not 
have the luxury of the gradual- 
ist approach. A rising tide of 
emigres from the east could 
best be stemmed not by a dis- 
tant promise of D-Marks, but 
by prompt conversion. More- 
over, the vast sums of capital 
investment required to put the 
region back on its feet would 
remain elusive if the East 
Mark bad stayed in place. 

Another significant factor 
besetting the process has been 
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the divergence of views 
between the Government and 
the central bank. The Bundes- 
bank’s independence looked 
heavily compromised in Febru- 
ary, when it proved merely a 
helpless onlooker as Bonn took 
the plunge towards rapid mon- 
etary union. > 

However, instead of the spec- 
tre of a weak D-Mark, beset by 
inflationary fears and under- 
mined by a less than confident 
B undesbank, most commenta- 
tors are confident that the cen- 
tral bank is poised to offset any 
near-term weakness with a 
firm tightening of policy, and 
that the longer-term growth 
potential of the enlarged region 
will buttress the D-Mark, inter- 
nally and externally. 

Meanwhile, the inflationary 
fears of the effects of monetary 
union, which precipitated a 
crash in the domestic bond 
market in February, are now 
said to be overdone - and 
West Germany certainly starts 
from a very low base. Con- 
sumer prices are now growing 
at a rate of just 2Z per cent- ' 
And the immediate dangers - 
in the form of higher, unit 
labour costs after the current 
tricky wage round - are home- 
grown rather than a product of 
the annexation of the East Ger- 


man economy. 

Meanwhile, the inflationary 
impact in ihe months following 
July 2 is generally being 
played down. ■ 

The current 'Bonn proposals 
to convert East German 
savings up to East Marks 4JI00 
at- parity would add around 
DMl20bn ($7 1,479.6m) to the 
money supply, or around 10 
per cent of the totaL This is 
only DM20bn more than the 
sum that would have resulted 
had the Bundesbank proposals 
been adopted. 

All the same, the key factor, 
which no one can predict is 

how much of this wifi translate 
into an inflationary boost to 
demand through a national 
spending spree. A lot depends 
on the nature of alternative 
investment schemes, notably 
the attractiveness of property 
purchases or of shares in 
newly privatised companies. 
These are some of the crucial 
details that have yet to be 
worked out. . ^ 

The optimists argue that, 
since the West German econ- 
omy Is anyway fairly open, 
some of the extra demand can 
be easOy met from other Euro- 
pean economies, notably 
Britain, that are slowing fast 

But some inflationary boost 
there is- bound to be. The 
extent of it, and hence its effect 
on the value of the D-Mark, 
depends a good deal on the 
B undesbank 's willingness and 
ability to act. 

Mr Karl Otto PShl, its presi- 
dent, has inarlfl it plain that he 
does not wish German union to 
-be financed through too strong 
an increase in the money sup- 
ply. Obviously relationships 
with Bonn could he strained in 
co ming iwnnths, as the dgihato 
over the mix of monetary and 
fiscal policy begins to be aired. 
mv Pdhl said that, in. his 
personal view, the Government 
should not be excluding taxes 
as one way to cover the costs 
of union; whereas Mr Theo 
Waigel, the finance minister, 
continues to argue that higher 
taxes will be unnecessary as 
Increased growth compensates 
for Increased spending needs. 

While the markets expect 
some action by the Bundes- 
bank, to tighten policy during 
the third quarter, the timing 
could be tricky, as the Govenx- 


□ Articles covering the dollar, the yen and 
sterling appear on page 4 off this survey 


ment’s sensitivities increase 
with the approach oi the 
December elections- 

Nor is the Bundesbank s 
position as unambiguous as It 
5JS. The political wea^r has 
changed since the 
Hans Tietmeyer. formerly 
under Mr Waige! witlun tte 
finance ministry, at the central 
bank. Mr Tietmeyer, a dogged 
supporter of German unifica- 
tion, was recently chosen as 
the chancellor's personal 
adviser on monetary union. 
The incipient rivalry between 

bim and Mr Pohl could weU 

increase if Bonn’s case is heard 

louder in Frankfurt. 

As for the external value of 
the D-Mark, high real interest 
rates, an inevitable by-product 
of the hefty forthcoming capi- 
tal requirements, are likely to 
mean that any strains are felt 
within the European monetary 
system, rather than in the 
D-Mark's value against the dol- 
lar. 

This year the D-Mark has 
been weak against most other 
European currencies, as money 
has flowed into the high-yield- 
ing franc, lira and peseta, now 
that the prospects of a realign- 
ment have receded, thus 
removing a large element of 
currency risk. Yield differen- 
tials between these currencies 
and the D-Mark have Indeed 
narrowed sufficiently to allow 
some countries to make moder- 
ate interest-rate cuts. This pat- 
tern could well be reversed as 
the wwnn mic realities of cur- 
rency union begin to bite. 

In the longer term, the Bund- . 
esbank, already facing the 
challenge of conducting mone- 
tary policy in an enlarged 
region where some of the tradi- 
tional indicators have yet to be 
developed, may see its sphere 
of influence widened still fur- 
ther. 71119 is because develop- 
ments in eastern Europe 
almost inevitably presage an 
enlargement of the D-Mark 
bloc. Already the Mark is 
replacing the dollar as a paral- 
lel unit of account in countries 
such as Poland. 

Eristing trade ties between 
Germany and the east, as weD 
as the importance of German 
industry hi the regeneration of 
the area, will do more to 
enhance the role of the D-Mark 
- and complicate the conduct 
of monetary policy. 

Katharine Campbell 
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The EMS is in sound health at a time when it needs to be, reports David Buchan 

The system faces its severest tests 


THE EUROPEAN Monetary 
System (EMS) is in for the 
greatest challenges of its 11- 
year existence. 

Two of its larger members, 
Italy and France, have just 
removed all capital controls; 
German monetary union takes 
place in less than two months; 
negotiations for Economic and 
Monetary Union (Emu) are due 
to start by the end of this year; 
and there is always the possi- 
bility that one of Europe’s 
more volatile currencies, ster- 
ling, will join the EMS parity 
grid in the not-too-distant 
future. 

Luckily, the EMS seems in 
remarkably sound health. Its 
last real realignment was in 
January 1987. Certainly, there 
appeared to be Bundesbank 
pressure for a realignment late 
last autumn, when the Deut- 
sche Mark was driven up in 
the euphoria of the Berlin 
Wall’s being breached. But this 
tension quickly subsided, and 
the only change was the Kalian 
decision to simultaneously 
devalue the lira and move it 
from the wider 6 per cent fluc- 
tuation band (where it had 
been since 1979) to the nar- 
rower 225 per cent band. 

Nor have extraneous events, 
such as the slide of the yen and 
rise of the dollar this year, 
caused stress inside the EMS. 

■ Capital controls: When, on 
May 14, the Some government 
removes the last of the long- 
standing curbs placed on the 
free movement of money out of 
Italy, the eight richer EC states 
will have fulfilled their com- 
mitment to abolish all foreign 
exchange controls by July 1990. 
France eliminated s imilar con- 
trols in January, while Bel- 
gium and Luxembourg did 
away in March with a two-tier 
exchange rate that no longer 
had much function. (The four 
poorer EC states - Spain, 
Ireland, Portugal and Greece - 
have been given longer, 
between >992 and 1994, to free 
their money). 

Theoretically, the stability of 
the EMS is now under much 
greater threat, with large sums 
of hot-money free to slosh 
around Europe, in foot, capital 
controls were probably an 
unnecessary crutch. By corrall- 
ing domestic savings, and 
therefore keeping domestic 
interest rates artificially low, 
they were supposed to enable 
governments In countries like 
Italy to finance their deficits 
cheaper. 

But controls never did seem 
to insulate domestic interest 
rates effectively from Euro-mar- 
ket rates. Nor did the controls 



have much effect in curbing 
actual flows; France and Italy 
have had a higher ratio of 
short-term capital flows to trade 
than amtrotfree Germany. 

■ German unity: July 2 - 
the day after the deadline for 
the freeing of most of Europe’s 
money - will see the formal 
extension of the D-Mark to 
East Germany. Clearly, the 
split rate of conversion - l 
D-Mark for each Ostmark for 
wages, but 1 D-Mark for 2 Ost- 
mark-worth of debt - raises 
the prospect of inflation. Sev- 
eral million East Germans will 
suddenly get richer, and the 
Bonn government more 
indebted. However, the infla- 
tion threat should be contain- 
able - unless East Germans 
blow their new D-Marks an at 
once on consumer goods or 
holidays In Spain. 

So for, the prospect of Ger- 
man monetary unity has had 
the not-unhappy effect of weak- 
ening the D-Mark against some 
other currencies, without per- 
ceptibly weakening its role of 
anchor of the whole EMS sys- 
tem. The D-Mark has fallen 
this year, from the top of its 
bilateral EMS band with the 
French franc to parity with the 


French currency. 

This emboldened Paris, in 
late April, to cut interest rates 
by a quarter percentage point, 
leaving the franc no weaker. 
Yet, while Mr Pierre Berego- 
voy, the French finance minis- 
ter, may boast that the franc 
should now be viewed indepen- 
dently of the D-Mark, none of 
Germany’s partners on the 
good ship EMS seems to want 
to cut the D-Mark anchor. 

■ Sterling's entry: Mrs Mar- 
garet Thatcher, the UK prime 
minister, has set out several 
pre-conditions for putting the 
pound in the exchange rate 
mechanism. Some of these con- 
ditions are being met - the 
freeing of capital controls and 
financial services, for Instance. 

The most important of her 
declared conditions is that UK 
inflation should be brought 
down nearer to the EC aver- 
age. Therefore the key yard- 
stick is the gap between UK 
and EC inflation, not the abso- 
lute level of either. This gap 
will diminish, or will appear to, 
if German unity pushes up 
prices generally, and if the UK 
Treasury gets its way and joins 
other EC countries in taking 
mortgage rates oat of its cott- 


on July 1 


earner price index. 

Mrs Thatcher’s key unspo- 
ken condition is her relative 
standing in the polls; she will 
probably only overcome her 
dislike of the fixed-rate regime 
if her political advisers tell her 
that joining it is the only way 
to win the next election. 

In total contrast to the UK, 
Austria and Norway have 
applied for associate member- 
ship of the EMS, only for EC 
finance ministers to decide in 
late March against letting any 
non-Community countries into 
the system. The EC is likely to 
offer Vienna and Oslo a conso- 
lation prize in the form of 
closer intervention arrange- 
ments. The prevailing senti- 
ment especially among Latin 
countries and the commission, 
is that the EMS is now too 
inextricably part of the move 
to Emu to be diluted with out 
riders. Hu pity for Austria and 
Norway is that had they 
applied only two years ago, 
their bid would -have been 
accepted. 

■Monetary union: The EMS 
is tiie essential building-block 
on which the EMU architecture 
must rest Indeed, the EMS, 
with a few important frills. 


constitutes the first stage of 
the Defers plan for EMU which 
begins on July 1. These frills 
are removal of capital controls, 
and a greater degree of Com- 
munity monitoring of national 
economic policies (witness, for 
instance, the ticking-off that 
Brussels recently gave Greece 
for its economic performance). 

All 12 EC states agree with 
Defers stage one. Indeed, for 
Mrs Thatcher, it is virtually 
the be-all and end-all of mone- 
tary union - her Treasury's 
paper on an "evolutionary 
approach" said that EC states 
should let their monetary poli- 
cies compete, in conditions of 
complete financial freedom, so 
that the best with the lowest 
inflation rate would win out 
But the UK plan h as more or 
less totally tailed to push the 
Defers plan, with its proposed 
Euro-Fed cental bank in its 
later phases, into the wings. 
However, the Defers plan, as 
drafted in 1968*0 by a commit- 
tee dominated by oentral bank- 
ers of the Twelve, Is provoking 
its own controversies. 

For instance, the plan called 
for centrally-agreed and bind- 
ing limits on national budget 
deficits. Even Mr Jacques 
Defers, the commission presi- 
dent who presided over the 
report that bears his name, 
believes now that such binding 
limits would scupper the 
chances of the Twelve ever 
agreeing to monetary union. 

' the Commission urges 
that member states should set 
their own budget rules. But a 
majority of central-bank and 
wea^ry representatives on the 
ec Monetary Committee still 
Deneve that monetary policy 
cannot alone ensure discip line 
m a monetary union, and that 
without some central control 
over spending and taxing, 
danger of less 
Sta ^ s exploiting 
the good name of the monetary 
umon and charging off oTa 
spenoUng-and-borrowing spree. 
i_SjJP r W^° lved Questions 
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*t locked exchange rates. 

1^1 adrontage of allowing 
mmber states to keep issuing 
dktiMtive notes and 
«Mns, or a stogie currency, pre- 
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ttfo. but the ComHK te 
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FOREIGN EXCHANGE 4 


THE DOLLAR’S performance 
this year ha s been determined 
most decisively by events oat- 
side the OS. 

This Is not only because 
events overseas have been 
more volatile, and in some 
cases dramatic, bnt also 


The dollar has strengthened against the yen, but slipped against the Deutsche Mark 


Dollar 

Weighted Index (0V. 1985 = 100 ) 


Volatility abroad, uncertainty at home ;Slp 


because negatives and posi- 
tives for the currency at home 
have often seemed finely bal- 
anced. 

The first four months have 
seen a bout of considerable 
weakness for the yen, and the 
dollar bounced off the 7160- 
level on several occasions. In 
the early part of the spring, 
the Deutsche Mark surged 
against all major currencies, 
in response to a largely 
euphoric reaction among 
investors to the tearing down 
of the Berlin Wall, nascent 
democratisation in eastern 
bloc countries, and speculation 
about tile economic Emits of 
German union. The D-Mark 
has remained steady against 
the dollar, but slipped a little 
against other continental cur- 
rencies as the nuts and bolts of 
monetary union are put in 
place. 

In general terms, the dollar 
has strengthened against the 
yen and, along with most 
other currencies, slipped 
against the D-Mark. At the 
start of 1990, the dollar stood 
at Y14&50 and at DM1.6870. 


By the end of April, the US 
currency was significantly 
stronger against the yen at 
Y158.90, and little changed 
against the D-Mark at 
DM1.6800. 

The consensus of opinion in 
the currency markets, after 
the Group of Seven meeting in 
early April, was that the arbi- 
ters of world economic policy 
were a fading force, that each 
country was far more con- 
cerned with domestic than 
International issues, and that 
nothing much would be done 
to support the yen. 

As it turned out, central- 
bank intervention In support 
of the yen was not particularly 
dramatic, but the yen - and 
the Japanese stock and bond 
markets — stabilised without 
their help. It did not, however, 
substantially appreciate, and 
there was taifc of a clearer 
statement of intent emerging 
from the G7 meeting this 
tnnnth , in advance of the joint 
gathering of the International 
Monetary Fund and the World 
Bank. 


By the time of this meeting, 
there was also talk of a co-or- 
dinated rise in interest rates in 
the US, Japan and West Ger- 
many. All three nations, to a 
greater or lesser extent, would 
like to see their currencies 
appreciate to limit inflation 


said at the end of last month 
that he believed that the 
period of yen weakness was 
almost over, because he expec- 
ted a large improvement in 
Japanese inflation. 

Much is nucpytain about the 
outlook for the economies of 


monetary policy by the US 
Federal Reserve, in response 
to relatively robust growth 
and obvious InflaHrmary pres- 
sures. In the first tew months 
of the year, there was a signifi- 
cant convergence of yields 
within the G3, seen most dra- 


tors for the US c ur re nc y are 
some negatives, which are. 
worrying in the longer term. 
One of the most fnndamental 
- and this too has been 
reflected in the woeful perfor- 
mance of the Treasury market 
tills year - is that US shares 


Much is uncertain about the outlook for the economies of West Germany and Japan, 
the two nations whose currencies have been in the limelight so far this year. And, given 
that international influences have been such a powerful determinant of the dollar’s performance, 
it is also difficult to predict the future course of the dollar 


pressures. 

Going into the meeting, 
there was also a feeling that 
the s ur ge of the dollar against 
the yen so for this year was 
about to turn around, and that 
the US currency could do quite 
well against the D-Mark, 
which is under pressure 
because of concern about the 
planned terms of monetary 
union. 

Mr Jim O’ NeiL interna- 
tional economist at Swiss 
Rank Corporation in London, 


West Germany and Japan, the 
two nations whose currencies 
have been in the limelight so 
for this year. And, given that 
international Influences have 
been such a powerful determi- 
nant of the dollar’s perfor- 
mance, it Is also difficult to 
predict the future course of 
the dollar. 

One factor that has tended 
to support it over recent weeks 
is the fact that the financial 
markets have finally started 

talking about a tightening in 


maticaUy in plunging US Trea- 
sury bonds. Their yields 
surged above 9 per emit last 
month on concerns that 
returns in the US market had 
become unattractive relative 
to other government bond 
markets. 

There has also been a 
marked Improvement in the 
US trade performance, 
althoug h this has been 
the European bloc rather than 
Japan. 

Against these positive Eao- 


and bonds are not as attractive ■ 
as they were. 

This concern stems partly 
from the increased interest in 
investing in Europe, in 
advance o£ the 1992 economic 
integration and the nnlflfatinn 
of the two Germanys, but also 
from a projected propensity 
for the Japanese to divert 
funds away from overseas - 
markets to finance domestic 
growth. 

In the wake of the collapse 
of the Tokyo stockmarket this 


spring, there has clearly been 
some disinvestment from the 
US by the Japanese. The con- 
cern in the US Is that this will 
become a long-run trend dur- 
ing the 1990s at a time when 
the Treasury's need to attract 
capital inflows is becoming 
more pressing all the time : 

Not only has the cost of the 
government bail-out of the 
thrift. Industry .escalated to 
unimaginab le proportions - 
the latest guesstimate Is 
$S00bn, but even this is con- 
sidered a moveable feast - 
but the process of ratting the 
IB budget deficit, even with- 
out the cost of rescuing thrifts, 
appears to have staffed, and 
this year is likely to see some 
of the same painful wrangling 
in Congress over spending cuts 
which characterised the latter 
part of tiie last decade. 

In the 1980s, overseas Inves- 
tors poured money into the 
US, despite, the budget and 
trade deficits, apparently 
because of a perception that 
there ware not many alterna- 
tive places to park, their 
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money. With the increasing 
interest in trade and invest- 
ment in Europe, and the mod- 
ernisation in capital markets 
outside the US which makes It 
for investors to operate 
in those countries, this may no 
longer be the case In the 1990s. 


Janet Bush 


Two fundamental forces have contributed to the yen’s weakening, but... 


A recovery may be imminent 


IT HAS been a tough year for 
the yen. The currency that was 
supposed to be the strongest in 
the world, which was supposed 
to advance inexorably against 
the dollar for the foreseeable 
fnture, has behaved very 
strangely in the past 17 
months. 

Against the US dollar, it has 
lost a quarter of its value since 
Its peak in December, 1988 of 
YL21 to the dollar. Against the 
Deutsche Mark, it has tumbled 
30 per cent, and against ster- 
ling, 14 per cent The consen- 
sus view in foreign-currency 
markets Is that it could 
weaken further in the near 
future before starting to 
recover. 

The two fundamental forces 
that contributed to the yen’s 
weakening over the past year 
and a half were the build-up of 
overseas investment by Japa- 
nese financial institutions and 
industrial companies, and an 
explosion of spending on over- 
seas tourism. 

By the end of May last year 
the yen had fallen to the YI45 
to the dollar range, and the 


uneasiness about the currency 
in foreign exchange markets 
was having such an impact on 
domestic-market interest rates 
and on import prices that the 
Bank of Japan (BoJ) felt 
obliged to raise its official dis- 
count rate (ODR), which had 
been at 2.5 per cent since Feb- 
ruary 1987. to 3.25 per cent. 

In the new year, additional 
fundamental and intangible 
factors began to play against 
the currency, the most impor- 
tant of which was the plunge 
of the Tokyo stockmarket In 
addition to causing some con- 
cern about the stability of the 
Japanese economy, the fall 
undermined the attraction to 
Japanese industrial companies 
of raising funds by isslng con- 
vertible and warrant bonds in 
European capital markets. The 
virtual halt in these Eurobond 
issues piiminatpH a substantial 
inflow of funds that had helped 
support the yen. 

The other big event was an 








Tarry Kirk 

Ryufaro Hashimoto: became enraged when news of the plan to raise the discount rate leaked 


unprecedented public row 
between the Ministry of 
Finance (MoF) and the BoJ 
over monetary policy. The 
struggle between the two first 
emerged during discussions to 
raise the discount rate in 
December. Accounts of what 
actually happened vary, but it 
seems that agreement on the 
move had been reached but 
that the Finance Minister. Mr 
Ryutaro Hashimoto, became 
enraged when news of the plan 
leaked a few days before it was 
to be implemented. His denial 
was so strong that the BoJ had 
to go through a ritual review of 
the plan before implementing 
it 

This messy incident might 
have been dismissed as a mis- 
understanding Of the kind that 
could easily happen at a time 
when a new BoJ governor, Mr 
Yasushi Mieno, had just taken 
office. But it was loudly 
reinforced a few weeks later 
when Mr Makoto Utsumi, the 
outspoken vice minister of 
finance for international affairs, 
publicly questioned the BoJ’s 
concern that asset inflation 
would feed through to other 
wholesale and consumer prices. 
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Bankers in Tokyo say this row, 
which was still simmering two 
months later at a meeting of 
the G7 finance ministers in 
Paris. Is unprecedented in 
Japan's post-war history. 

Given the increasing com- 
plexity of the world monetary 
scene and Japan's suddenly 
enhanced role in managing it, 
it is not surprising that there 
are differences within the Jap- 
anese government on basic pol- 
icy. The BoJ’s concerns, like 
those of other central banks, 
have mainly to do with protect- 
ing the currency and prevent- 
ing inflation. The MoFs con- 
cerns are broader, seeking in 
concert with other leading 
countries to ensure stability 
and growth in the world econ- 
omy. However, this row 
appears to have had the practi- 
cal effect of substantially 
delaying policy action - in 
particular, the latest ODR 
increase to 5.25 per cent, 
finally implemented on March 
25, long after its inevitability 
had been accepted in currency 
markets ar >d so nullifying its 
potential impact 

The persistent weakening of 
the yen in the past year has led 
to a questioning of the effec- 
tiveness of the exchange rate 
coordination accords among 
the G7, especially in the after- 
math of their meeting in early 
April when it became clear 
that the other countries would 


not help the Japanese authori- 
ties defend the yen. Some ana- 
lysts suspect that the US. in 
particular, is quite content to 
have the dollar strong enough 
to stave off inflation at home, 
and the yen weak enough to 
stow the politically sensitive 
inflow of Japanese direct 
investment. Meanwhile, the 
adjustment of the bilateral 
trade imhaianr* will probably 
not be adversely affected, 
because Japanese companies 
still feel the need to move pro- 
duction overseas. 

Japanese analysts acknowl- 
edge that these benign results 
may prevail in the short term, 
but suspect that Japanese 
exports will tend to rise if the 
yen remains weak. In the 
meantime, Japanese export-ori- 
ented companies, which have 
break-even levels at much 
tougher rates of exchange than 
today’s, are pulling in windfall 
profits and ploughing them 
into investments in new prod- 
ucts and capacity. 

Also, some of the other fac- 
tors that have been playing 
against the yen appear to be 
turning. With domestic- market 
interest rates now over 7 per 
cent, the attraction of domestic 
securities over foreign ones 
has increased significantly, 
and so the outflow of capital 
should continue slowing in 
coining months. Life insurance 
companies served notice last 


month that they would take a 
more cautious attitude to May 
US treasury bond auction. 

Second, the stockmarket 
plunge, although substantial, 
seems to have come to an end 
and, more important, seems not 
to have triggered any substan- 
tial riamag p in the real econ- 
omy. Many economists believe 
the country’s growth rate could 
ease slightly in the nwt few 
months, but no recession is 
foreseen. If one threatened, the 
Government, which is now 
operating with a comfortable 
surplus, would undoubtedly 
loosen its fiscal policy. 

Third, the effects of last 
year’s political crisis, although 
still unpredictable, seem less 
worrying in the light of the 
February general elections in 
which the ruling Liberal Demo- 
cratic Party (LDP) won a con- 
vincing victory. Also, moves 
are now under way which are 
likely to result in the LDP’s 
soon regaining the majority 
control of the upper house of 
the Diet (parliament) that It 
lost last year. That would ease 
the process of economic policy 
implementation. 

In sum. many conditions 
necessary for the recovery of 
the yen appear to be coming 
into place, although whether 
they prove to be sufficient con- 
ditions remains to be seen. 


Ian Rodger 


THE JAPANESE financial 
community was dumbfounded 
in the first quarter of this year 
by the outbreak of a public bat- 
tle between the Bank of Japan 
(BoJ) and the Finance Minis- 
ter. Mr Ryutara Hashimoto. 

The unprecedented row; 
which undermined the credibil- 
ity of Japan’s monetary policy, 
started barely a week after Mr 
Yasushi Mieno had begun 
five-year term as the 26th gov- 
ernor of the Bank. 

The unlikely start to the 
career banker’s time at the top 
began with a leak about the 
planned discount rate hike, 
which infuriated the finance 
minister. Mr Hashimoto 
believed another rate increase 
- following the two in May 
and October - was unneces- 
sary,- and would causes fur- 
ther decline in the stock mar- 
ket 

But Mr Mieno maintained 
that monetary policy-making 
was tiie central bank’s domain, 
and argued that the rate 
should be raised to relieve 
inflation without hindering 
Japan’s robust economy. He 
implemented a 0.5 per cent rise 
on December 25; followed by a 
full 1 per cent hike on March 
20, increasing the central 
bank's lending fee to financial 
institutions to 5.25 per cent. 
Many financiers approved the 
increase, hut felt that it had 
come too late, and the pro- 
longed battle had damaged 
Japan’s credibility on the 
global money market. 

Mr Mieno took over as gover- 
nor at a difficult time. There 
had been two official discount 
rate hikes within a year (the 
first in mote than nine years); 
inflation was tearing its ugly 
head, spurred by the new con- 
sumption. or value-added, tax; 
anil the labour shortage was 
worsening. Against this back- 
drop, it was generally believed 
that Mr Mieno would not make 
any major changes in the 
Bazik's policy as it moved from 
the long-term “easy money” . 
stance to a much tighter one. 

His predecessor, Mr Satoshi 
Suxnita, a former vice-minister 
at the minis try of finance, had 
cut the discount rate five times 
during the late 1980s. in an 
attempt to lessen Japan’s trade 
surplus by holding down inter- 
est rates to fuel domestic 
demand. This contributed to 
bullish stock and property, 
markets, and was considered to 
have helped increase the gap 


PROFILE: Yasushi Mieno 


New governor 
stands firm 



■ Mr Mleoo’s appointment 
pleased Japanese financial 
leaders, who were confident 
that he could cope wBi the 
tasks of stabffislng domestic 
wholesale prices 


between the haves and the 
have-nots in Japan in tire past 
decade. Mr Sumita described 
Mr Mieno as “the best person 
for the job [of governor] - 
tough, but flexible when neces- 
sary." 

Japanese financial leaders 
appeared pleased with Mr 
Mieno 's appointment, confi- 
dent that he could cope with 
the fasts of stabilising domes- 
tic wholesale prices, which had - 
risen 3£ per cent during 1988, 
and participating in an interna- 
tional network to prevent wide 
fluctuations in the value of the . 
yen against other currencies. 
No one expected the new gov- 
ernor to engage in an open 
fight- with Mr Hashimoto. 

Mr Mieno was sworn in as 
governor on December 17. Bam 
m Mflnrhnria , in 1924, he grad- 
uated from the University of 
Tokyo in 1947 with a law 
degree, and joined the Bank of 
Japan the same year. Mr Mieno 
spent two years as associate 
representative, in New York, 
and- then became the manager 


of the foreign department in 
Tokyo. 

During the past 43 years, he 
has moved along the central 
hank’s spiral career path, gain- 
ing experience in several divi- 
sions, including planning, busi- 
ness, . . personnel, 
policy 'planning and market 
operations. Be was the general 
manger of the bank's Matsu- 
moto branch between 1967 and 
1970, and took: over as senior 
dejratygovenzor in 1984. 

One shortcoming seen in Mr 
Mieno’s impressive record was 
that he lacked international 
experience. As a rate, during 
his five years as Ifir Sunrita’s 
deputy, he concentrated on 
■ domestic affairs. But Mr Mieno 
-was said to have been Mr Sum- 
ita’s right-hand man at the 
time of the Plaza Accord, in 
September 1985, when he 
played an important part In 
international attempts to stem 
the rise of the dollar; and he is 
generally considered well able 
to participate in gin fr a ) affairs. 

- -Colleagues have - described 
him as “compassionate but 
uncompromising”. A former 
executive director of the BoJ, 
Mr Soktedri Minoura, said Mr 
Mieno was "a man of . bold 
judgments”; and Mr Takashi 
Ishihara, chairman of the 
Japan Association of Corporate 
Executives, said Mr Mieno’s 
“flexible, but fast” ability to 
make derisions was a neces- 
sary tool to help . nurture 
Japan’s economy. Some say his 
tough exterior is the result of 


his days as a college student, 
when be sold soap, butter and 
others goods to support his 
fezniiy after the war. 

Mr Mieno enjoys visiting art 
museums, reading - his 
favourite author is Fyodor Dos- 
toevsky - and playing golf. He 
often shops with his wife “to 
check ou consumer prices”, 
said a friend, and has been tak- 
ing private English lessons 
every week for the past 12 


Martina Gannon 


NIGEL LAWSON, the ghost of 
sterling past, still haunts the 
foreign exchange markets. 

Many of the policy errors 
which led to the pound’s 11 per 
cent decline last year, and con- 
tributed to its current weakness, 
are blamed on the former chan- 
cellor. But it was also Mr Law- 
son who pressed the case for foil 
entry to the European Monetary 
System in Cabinet, and then 
resigned when his row with Sir 
Alan Walters, the prime minis- 
ter’s adviser, over the subject 
proved too much. 

Resolving the legacy of Mr 
Lawson will determine the 
course of sterling this year, and 
the task will severely tax Mr 
John Major, his successor. 

Following Mr Lawson’s depar- 
ture, the pound fell to levels 
from which it has found it diffi- 
cult to recover. Yet the UK cur- 
rency’s unhappiness had begun 
much earlier. In 1989, sterling 
plummeted for virtually the 
whole year. 

The Bank of England's trade 
weighted index was 97.4 at the 
beginning of the year, and 86ff 
at its end. Sterling fell by 11 per 
cent against the dollar, from 
$L8i to #L61, and by 15 per cent 
qpalnd: the D-Mark, from DM 
341 to 2.73. 

Having found a brief respite 
at the beginning of the year, it 
hnwnie unstable again In late 
February, reaching an all-time 
low of DM2.7125 on 19 March. 
Since then, it has varied 
between brief periods of stabil- 
ity and lurches of confidence. 

The UK’s economic miracle 
started to foil apart in 1988. as it 
became apparent that the 


Resolving the legacy of Mr Lawson will determine the course of sterling this year 


Hot money the sustaining factor 


Sterling 

Weighted Index (av. 1985=100) 




unsuspected pace of domestic 
demand was producing a rise in 
Lending, inflation and the cur- 
rent account deficit The pace 
and shape of the UH economic 
slowdown are still uncertain. 
Though output Is flat, there is 
still evidence of high borrowing; 
and the impact of a profits 
squeeze on UK industry Is still 
moot 

There are fears that, while 
growth will wither, price rises, 
fed by wage growth, will con- 
tinue, contributing to stagfla- 
tion. The danger signs are still 
coming through: 
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■ Inflat i o n has been rising rap- 
idly. reaching its peak so far 
with last Friday's (May ll) 
Retail Price IhdeL The impact 
of mortgage rate rises, the poll 
tax. the budget, and excise duty 
increases all helped produce the 
deterioration; but the underly- 
ing rate also continues to 
worsen, with the fear that wage 
rises will start to incorporate 
the high headline rates. 
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■ John Major (lefQ and Robin 

Leigh Pemberton have both 
stated that the condition tfwt 
all barriers to foe -movement 
of capita! within the European 
Community be removed has 
basically been met 






■ Monetary aggregates are 
growing rapidly. MO. the nar- 
rowest measure of money rose 
by 63 per cent in March, and is 
expected by some City analysts 
to increase to over 7 per cent for 
April. This compares with a tar- 
get range of between 1 and 5 per 


cent, M4 was growing at 17.5 per 
cent in March. 

■ The balance of payments 
swung into heavy deficit in 1989, 
with the gap on the current 
account reaching £21bn. Evi- 
dence of an improving trend 
was clouded by a deficit of 
E2_2bn In March, the second 
highest on record. 

The UK economy will, accord- 
ing to the International Mone- 
tary Fund, have the highest 
Inflation and lowest growth of 
any of the leading industrialised 
countries this year. As Mr Robin 
Leigh Pemberton, Governor of 
the Bank of England said, 
clearly something has gone very 


badly wrong. 

The Budget of March 1990 did 
little to ease analysts’ tears 
about policy, since it did not 
seem sufficiently tough. There 
was little in Mr Major’s packag e 
to ease fears that sterling was 
vulnerable. 

Hot money has been the only 
factor sustaining the currency, 
drawn in by persistently high 
short-term rates, given a base 
rate of 15 per cent Long-term 
capital has been leery of UK 
markets, and the principal casu- 
alty has been the becalmed gilts 
market But the Impact of these 
high rates may be muted, as 
inflation rises domestically, and 


as rates rise elsewhere. This 
would Undercut the interest-rate 
differential, both domestically 
and externally. 

Raising rates, in order to 
defend sterling, would lead to 
another rise in mortgage rates, 
thus increasing the Govern- 
ment’s unpopularity. It would 
also increase the retail price 
index. Thus many analysts 
express doubts about the solid- 
ity of the Government’s desire 
to protect the currency. 

"With the authorities appar- 
ently willing to contemplate tak- 
ing Inflation risks.. .sterling will 
be allowed to take most of the 
strain," James Capel, the UK 


securities house said. 

This undstines tiie other fac- 
tor removing confidence in ster- 
ling: politics. The weakenin g of 
the Conservative party’s sup- 
port, as demonstrated in this 
month’s local elections, under- 
mines the UK's record for polifr ’ 
cal stability. 

It has raised concerns that the 
Tories mlght lose tiie next gen- 
eral election: and, worse sfflL 
that their -record for prudent 
economic management could be 
thrown away in an attempt to 
protect the party from electoral 


nomlc factors clearer than in 
tiie debate over full membership 
of the European Monetary Sys- 
tem. The UK is now committed 
to joining tiie EMS when the 
conditions stated at the Madrid 
summit are met, viz; 

■ AH barrios to tiie movement 
of capital within tiie European 
Oammnnity are removed. This, 
as both Mr Major- and Mr Leigh- 
Pemberton have stated, is now 
basically met 

■UK Inflation is brought down. 
This condition has now been 
sharpened to the degree that Mr 
Major snfti that “proximate" 
levels of inflation are tiie key, 
and that trends should con- 
verge. . • ’ 

The two key questions remain- 
ing to be answered are the rate 
of entry, and the timing: 



Rates of return 
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The rate of entry determines 
the Impact on UK: competitive- 
ness, and the dis inflati onary 
impact of a stable currency. The 
timing, if p rflttVml calculatio ns 
are an element, depends upon 
the extent and- effods ‘of the 
benefits of enfiy.N ' • ' * 


prelection period. This has led 

toKggwtKma that entry might 
materialise towards the endTof 
1990, or perhaps eady in 1991. 


Nowhere is this complex 
Interplay, of political and eco- 


If ebm entry jHaraifis. greater 
stability and lower inflation,^ it 
should give an opportunity for 
lower interest rates. This would 
enable tiie Conservatives to 
bring down inflation and tower 
interest rates in. the Immediate 


But s taying in the EMS will 
require the UK to live within its 

me with those of its Emouean 

totofaai stays unfeoStiL 


The solidity of the emm-™-* 
that the EMScan give is, inthe 

S 1 **; 8°°<* « the poHiSx 
that the UK adopts. 
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□ Second-line currencies are the subject of an article on page 6 of this survey . . . 
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Forex forecasting results 

Week Forecasts: 30 November-14 December. 4 January-22 February Month Forecasts: 9 November-14 December. 4 January-! February 

— Quartet foreign account^ 
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OVERALL 


Currency 

DM/$ 


Best Forecaster 

Chase Investment Bank 
Chase Investment Bank 


1 WEEK FORECASTS 


Currency 

DM/$ 

¥/DM 

$/£ 


Best Forecaster 

Chase Investment Bank 
Chase Investment Bank 
Chase Investment Bank 
lank of Tol 


1 MONTH FORECASTS 


Currency 

¥/$ 

¥/DM 


Best Forecaster 

Chase Investment Bank 
n hi 


Average 

error of forecaster 
1.84 
0.69 

Q< 


Average 

error of forecaster 
0.90 
0.72 
0.93 

nn 


Average 

error of forecaster 
1.19 
0.64 


Average 
error of group 
2.15 
31 


Average 
error of group 
1.31 
1.08 

1.11 
n. 


Average 
error of group 
1.28 


% OF FORECASTS IN CORRECT DIRECTION OVERALL 


DM/$ 

¥/DM 

$/£ 

Ffr/DM 
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Best Forecaster 

Chase Investment Bank 
Chase Investment Bank 
Chase Investment Bank 
QiaspJjzvnstinent Bank 


% Correct 

77.27 

72.73 

59.09 

68.18 

L 5 


% Correct 
Group 
57.95 
54.55 
52.27 
59.09 
17 50 
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Once again, just as we predicted. 
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Second-line currencies 

Interest- rate 
rises curb 
appeal of 
high yields 


HIGH-YIELDING currencies 

were One Of (he fashio ns of the 
late 1980s. But the return of 
11 instability between the major 

" currencies, anil a rise in 

^ interest rates, may mean 

„ they retreat a little farther into 
the background again. 

* The popularity of 
[ second-line currencies was 

l partly a function of 

£ deregulation, flnanriai 

„ innovation, and the end of 

j exchange controls. 

f Investment became possible 

[, in many different currencies, 

f on many different marke ts, 

, with interest rates a matter 

f. of choice far the investor. The 
[ national deno mination of an 

3 investment was less important 
, than its characteristics - 

yield, stability, and liquidity. 

. It was also partly the 

I Involvement of the Group of 

Severn industrialised countries 
in the foreign exchange 
markets that gave second-line 
currencies a new status. 
Co-ordinated intervention and 
co-operative economic policy 
led to a reduction in world 
, interest rates and greater 

I stability, and hence reduced 

the benefits of betting against 
the central banks of the hard 
currencies - the dollar, 
Deutsche Mark, sterling, and 
yen. The returns on 
high-yielding currencies were 
attractive, the overall market 
was relatively stable, and the 
profits on them gave traders 
a source of revenue at a time 
when other currencies seemed 
unprofitable. 

High yields look less 
attractive, however, now that 
interest rates are rising the 
world over. High yields 
compensated for the risk of 
holding second-line currencies, 
especially where the 
economies were running large 
current account and fiscal 
deficits. But now that interest 
rates are rising in the rest of 
the world, relative yields need 
to appreciate to make the 
gamble worthwhile. 

“In a world where hard 
currencies start to have value 
again, the case for 
high-yielding currencies is 
dubious,'' says Barclays de 
Zoete Wedd, in Its latest 
currency review. 

This Is one reason why the 
relative attractions of the 
Canadian dollar, for instance, 
would seem less certain at a 
time when US interest rates 
are also pushing upwards. A 
wide Interest-rate advantage 
is expected to keep the 
C anadi an dollar attractive for 
tiie moment, but this may be 
precarious. 

The central bank shows no 
signs of easing monetary 
policy but if the Federal 
Reserve moves, this would 
reduce the differential. 

Canadian hills are currently 
about five percentage points 
above similar US Treasury 
securities. 

But the currency is probably 
near its top. BZW labels the 
C a nad ian dollar an “accident 
waiti ng to happen”. The 
attraction of Canadian short 
rates is also mitigated by the 
economy's deceleration, and 
the attendant risks on the 
fiscal deficit 
Beal yields in Australian 
dollars are now below those 
available in Europe. The 
Australian dollar fell 
dramatically following the 
release of bad March-quarter 
balance of payments deficit e 

reinforcing that the risk was e 

greater than the return. High fa 

interest rates are also seen 
to be hurting businesses, fi 

especially expor te rs, but not o 

curbing consumer spending. r 

In this situation, all high r, 

interest rates can do is to ri 

protect the downside in the g< 

short term. n 

Smaller currencies can still n 

become the focus of activity it 

when, as earlier this month, di 

the main currencies become 
becalmed. When the market 
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□ Toronto: interest-rate 
advantage is expected to 
keep the Canadian dollar 
attractive — for the moment 

D-mark, even at a time when 
there may be fundamental 
reservations about the 
German currency’s future, 
is an attractive alternative. 

The smaller European 
countries have also been at 
pains to demonstrate their 
relative independence Cram 
the Bundesbank this year, with 
several venturing to cut 
interest rates, even when there 
is specula ti on of a German 
interest-rate rise. Effectively, 
the BBSS currencies are proving 
their ability to be more than 
just high-yielding D-Marks. 

But for many other smaller 
currencies outside the EMS, 
inflows of short-term capital 
may be all that sustain them. 
This adds to the instabilities 
surrounding, for instance, the 
Canadian dollar. When the 
Bank of Canada experimented 
with lower Interest rates 
earlier this year, the foreign 
exchange markets forced rates 
back higher than previously. 

Given the degree of financial 
freedom, investors will 
continue to chase good 
returns. But if real interest 
rates are set to continue thei r 
rise, making the grade as a 
second rate currency may 
require more than just a 
relative yield advantage - 
it may be a question of 
demonstrating lower risk. 

Andrew Marshall 


Peter Norman gives a health-check to an evolving Group of Seven- and explains why... 

The weight-watchers need to keep fit 


was waiting for the 
Bundesbank to declare its 
intentions over policy in the 
light of German monetary 
union. This put the focus on 
the Australian dollar and the 
Swiss franc, the former 
because of the expectation of 
continued high interest rates. 

The underlying calculation 
of risk for smaller currencies 
will inevitably be clouded as 
those with economies In 
s tructural difficulties confront 
the consequences of high 
interest rates. Where the 
economy has a support - the 
EMS, for instance - It may 
retain long-run attractions. 
The Spanish Peseta has 
experienced a revival of 
interest recently, as capital 
returned. It has gained 
strength slowly from its 
membership of the European 
Monetary System, and high 
interest rates have sustained 
buyers, in addition, there is 
real buying Interest to support 
investments. 

The other smaller European 
currencies also offer healthy 
alternatives, such as the 
Danish krone and the Italian 
lira. The linkag e to the 


NOT SO long ago, the Group of 
Seven leading industrial 
nations looked as if it mi ght 
evolve into a directorate Tor 
managing the world economy 
on the basis of stable exchange 
rates. 

Now, the finance ministers 
and central-bank governors of 
the US, Japan, West Germany, 
France, Britain, Italy and Can- 
ada prefer to think of them- 
selves as a “weight watchers" 
dob. 

Two or three times a year, 
they get together to swap notes 
on how each other’s economy is 
doing. They voice concern if 
something appears to be going 
badly wrong. And, seemingly 
for old time's sake, they will 
include words to the effect that 
they “stand ready to cooperate 
on foreign exchange markets” 
In the communique that usu- 
ally marks the end of their 
meetings. 

The change partly reflects 
political developments in the 
G7 countries. Enthusiasts for 
exchange-rate management - 
such as Mr James Baker, the 
fanner US Treasury Secretary, 
Mr Nigel Lawson, the former 
British Chancellor, and Mr Ger- 
hard Stoltenberg, West German 
Finance Minister until early 
1989 - are no longer in charge 
of their countries' finance min- 
istries. 

But there has also been a big 
change in policy priorities. Con- 
cern about inflation has super- 
ceded the will to control 
exchange rates that was the 
raison d’ itre of the G7 and its 
forerunner, the GS, which con- 
sisted of the US, Japan, West 
German, Britain and France. 

Inflation is best tackled by 
the determined use of domestic 
monetary policy instruments, 
sometimes augmented by fiscal 
policy. All industrialised 
nations now aim to malm their 
currencies strong as a way of 
shielding their economies from 
imported inflation. 

In these circumstances, the 
likelihood of concerted G7 


Major economies' economic performances 
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action to deal with a specific 
currency problems such as the 
weakness of the Japanese yen 
has been greatly reduced. 

Concerted intervention - the 
hallmark of earlier G7 activity 
- is for less in evidence nowa- 
days. Central banks and 
finance ministries argue that ft 
is of little value in the face of a 
strong movement of funds into 
a given currency on the 
strength of changed economic 
f imria men t al s. 

The last significant bout of 
concerted intervention was 
after the G7 meeting of Septem- 
ber 1989, when the ministers 
agreed that the dollar’s rise in 
the preceding months was 
“inconsistent with longer-run 
economic fundamentals”, and 
that a further rise or excessive 
decline “could affect prospects 
for the world economy”. 

During 1989, 19 central hanks 
co-operated to curb the dollar's 
strength, selling a net $75bn 
through foreign exchange mar- 
ket intervention. But the scale 
of intervention varied greatly 
from bank to hank, with the US 
and Japan selling more than 
$40bn against the Bundesbank’s 
$4bn of dollar sales. 

This year, the Bank of Japan 
has been left largely to rely on 
its own resources to prop up 
the yen. TTiis is mainly because 
concern about the dollar has 
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been the main spur to interna- 
tional policy co-ordination on 
exchange markets. 

With hindsight, the G5 Plaza 
agreement was both the start 
and the high point of policy co- 
ordination on exchange mar- 
kets. At that meeting, Mr Baker 
abandoned the US administra- 
tion’s earlier policy of benign 
neglect towards the overvalued 
dollar, and secured an agree- 
ment with the US’s leading 
trading partners to push it 
lower. 

Growing current-account 
imbalances, burgeoning trade 
protectionism in the US, falter- 
ing US growth and tears of a 
worsening of the Third World 
debt crisis meant each of the G5 
nations stood to gam from the 


dollar's decline after Plaza. 

The Louvre Accord of Febru- 
ary 1987, in which the G7, 
sought to stabilise currencies, 
turned out to be less gmyeM ri ni . 

The Louvre agreement was 
intended to preserve economic 
growth by creating an environ- 
ment of stable exchange rates 
to encourage investment Blit it 
had to be sustained by massive 
central-bank intervention in its 
first year, and the ass o ciated 
increase in global liquidity 
helped sow the seeds of revived . 
inflationary pressure in the 
world economy. 

The later co-operative action 
of the G7 to steady world stock- 
markets after the gtobalcrash 
in October 1987 pruvedalso to 
be of doubtful value. The inter- 


est-xate cuts instituted after the 


Forecasts for thw G7 economies in 1080 


Country 


Conwimr 

Price 

Inflation* 


Current 

Account* 


Japan 4.4 2J3 2.1 

W Germany A5 5 L 9 aa 

Praoce 3.1 3.1 -<u 

UK 1-1 8-2 jo 

Maly 3.0 33 -1 1 

Canada 1.6 48 -35 

US 1.7 4.6 -2.0 

G7 average Z7 N.A. -0.4 

Soy: lUf Woriet Eammic Oafloo*. t Pmvntae* Otang* oo Prmriou* Year, t la ~r 

CWr. 


uGQu tor crisis marmgpmpnt gnH 
may have helped rebuild confl- 
dgnee. But this was at the cost 
of giving an extra push to tofla- 
- turn in the iudustrialised coun- 
tries. 

. In its latest anntial report, 
published last monfix, Bundes- 
bank noted With a p pr o val that 
the G7 now focuses its atten- 
tkra on pursuing agreed , eco- 
nomic policies that ahn equally 
at price Stability and growth, 
rat he r than on h ri ar row tinm in 
the currency markets. - • 

The evutatfan of the .G7 into 
\ “weight watchers” dub and 
the .downgrading of Interven- . 
tioiL as an instrument of co-or- 
dfeatedpoHcy action was well 
documented by this year's spe- 
cial April G7 meeting in Fads. 

Japan came to that TnwaHng 
seeking support for the yen 
after-ite sharp 13.6 per cent 
decline fat trade-weighted terms 
last year, and its farther 9 per 
cent drop in the' first three 
months of 1990. But the other 
nations proved unwilling to 
provide more' than token inter- •, 
vention for the Japanese cur- ' 
rency afterwards. 

. Although the G7 communi- 
que said the ministers dis- 
cussed "the darihw of the yen 
against other currencies and. its 
undesirable consequences for 


the global adjustment process , 
” they agreed to do no more than 
“keep these developments 
under review." 

During the weekend of the 
talks, several ministers 
suggested that the yen's prob- 
lems were primarily Japan s 
fault it was said that Tokyo 
had foiled to raise Its domestic 
interest rates in support of the 
currency, while differences over 
policy between the Bank of 
• Japan and the Ministry of 
Finance had unsettled markets. 

The attitude of the Bundes- 
bank proved decisive in ending 
any hopes of a support package 
for the yen. Mr Karl Otto Pdhl, 
the Bundesbank president, 
rejected action that might 
weaken the Deutsche Mark and 
so jeopardise West Germany’s 
objective of pushing through 
economic and monetary union 

The Bundesbank noted 
that the G7 now 
focuses on agreed 
economic policies that 
aim at price stability 
and growth, rather 
than on intervention 
in currency markets 

with East Germany without 
raising taxes. 

However, it would be wrong 
to write off the G7 as a spent 
force on the foreign exchange 
markets. Many stw remember 
the costly “bear trap” of Janu- 
ary 1988. At that time, sudden, 
coordinated central bank inter- 
vention to prop up a heavily 
oversold dollar forced commer- 
cial hanks to cover open posi- 
tions at considerable cost 
. Any. renewed threat to the 
dollar, which, for all t h* 1 vicis- 
situdes of the past two decades, 
remains the most important 
currency in the weald’s finan- 
cial arid, trading system, could 
well see the G7 revive as a force 
for crisis management on 
exchange markets. 


Joel Kibazo explores the ‘global village’, 
where some of the inhabitants ... 


Sleep with a dealing 
machine by the bed 
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FEW, IF any, of the world's 
leading currency strategists 
could have predicted the phe- 
nomenal growth in foreign 
exchange trading of the last 
decade. 

A study of the foreign 
exchange markets by the 
Basle-based Bank for Interna- 
tional Settlements, published 
in February, estimated that 
t rading of foreign currencies in 
April 1989 amounted to 
$l<L79bn. This figure was some 
32 times greater than the fig- 
ure for world trade in goods 
and services, which amounted 
to 9460.9bn, in the same month. 

The UK, US and Japan, 
ranked in that order, 
accounted for over 50 per cent 
of the trade, though the fastest 
growth, 140 per cent in three 
years, was recorded in Japan. 

In September 1989, a Bank of 
England survey also concluded 
that the UK was the premier 
foreign exchange dealing cen- 
tre, and said the average daily 
turnover in forex in London 
was the equivalent to 
US$187bn, up from S90bn per 
day in 1986. The volume of for- 
eign currency trading in New 
York and Tokyo increased to 
$129bn and Slisbn a day 
respectively, compared with 
S58bn and $48bn in 1986. The 
survey found the US dollar to 
be the dominant trading cur- 
rency, followed by the yen, the 
Deutsche Mark and sterling. 

Around 64 per cent of the 
total trade done by leading 
dealers, was in spot transac- 
tions - that is. deals made for 
settlement within two days’ 
time - while 34 per cent was 
done in forward deals. Activity 
in currency options and 
futures amounted to little more 
than 1 per cent 
Analysts point to the turbu- 
lence in the dollar in the late 
1970s, together with the dere- 
gulation of financial markets 
and the relaxation of exchange 
controls in a number of coun- 
tiles in the early 1980s, as the 
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activity. 

They see several reasons for 
the growth, with the increase in 
world trade said to be a major 
cause. This not only led to an 
increase in demand for foreign 
exchange to facilitate that 
trade, but in turn led to corpo- 
rations involved in trade more 
actively managing their forex 
exposure, through the use of 
new instruments such as hedg- 
ing and currency swaps. 

The international banks that 
provided the liquidity for that 
trade also played their part in ; 
the expansion of forex volume, j 
by dealing on their own 1 
account as it became plain that i 
there were huge profits to be < 
made in taking positions in the i 
world's forex markets. Individ* t 
ual banks are reluctant to < 
reveal the scale of their deal- 
ings. i 


Hie number of speculators 
simply taking positions in the 
market, in the hope of making 
a profit, also grew, adding to 
the overall volume. 

But among the chief causes 
of the increase in currency 
dealing was the increased com- 
petitiveness, in the early 1980s, 
between investment institu- 
tions such as pension funds 
and investment trusts. 

Apart from Including cur- 
rency transactions as part of 
the exercise in holding a more 
balanced investment portfolio, 
increased competition forced 
fund managers to regard the 
forex component of an invest- 
ment decision separately; and 

Dealing-rooms are 
having to stay open 
24 hours 

better management of that 
component brought increased 
returns to their overall invest- 
ment 

As Mr Paul Chertkow, chief 
currency strategist at CitiBank 
in London, saidj“Fuiid manag- 
ers now take the currency mar- 
ket as paramount, especially 
since it has dwarfed move- 
ments in equities. Fund man- 
agers now take a more aggres- 
sive approach to currency." 

An important factor in the 
increase in forex dealing has 
been the availability of real- 
time, high-speed dealing 
systems, which transcend the 
vagaries of time and geography 
and enable price movements to 
be seen at all dealing centres 
at the same time, raising the 
concept of the 24-hour “global 
village" in currency markets. 

Mr Jim O’Neill, director of 
financial markets research and 
international economics at 
Swiss Bank Corporation, put it 
more clearly when he said: 
“We now have a market from 
New Zealand to New York 
dealing in foreign exchange 


Bank, while acknowledging the 
increase in the number of 24- 
hour dealing-rooms, particu- 
larly in Japanese banks, 
believes the number is likely to 
remain small, because “institu- 
tions still prefer to deal where 
the majority of trading at any 
one time is located". 

Increasing sophistication in 
the forex markets has led to an 
increase in sensitivity to news 
and events in other financial 
markets. Increasingly, news of 
activity in the bonds, equity, 
and fixtures markets spills over 
into the foreign exchange mar- 
kets, affecting sentiment and 
trading. 

A decision by an investor to 
pull out of a country’s bond 
market could be interpreted as 
lack of confidence in the coun- 
try’s economy as a whole, thus 
causing a rush of sellers in the | 
forex market “When surprises 
happen, everyone tries to get 
out at the same time," said one 
analyst 

Mr O'Neill cited an example 
of the close relationship 
between the futures and cur- 
rency markets in the US: “In 
New York, I know of people 
that trade spot foreign 
exchange on the basis of what 
is happening in the futures 
market in Chicago. They 
believe after London’s close the 
futures is a safe guide.” 

While Mr Cocker points out 
that writers of traded options 
often protect themselves 
against loss by hedging in the 
forex markets, so that move- 
ments of the two markets are 
often identical. 

But according to Mr O’Neill, 
therein also lies the problem. 
“The existence of screens and 
the closer relationship between 
markets has got to such a 
degree that the system allows 
access to people who don't 
know the risks," he said. “The 
market is dominated by 
rumours and official comment, 
so you get bizarre movements 
on bizarre factors... The exii- 


FOR MR Alan Clements, 
finance director of Imperial 
Chemicals Industries since 
1979, and due to retire at the 
end of the year, the daily gyra- 
tions in the world’s currency 
markets are of more than pass- 
ing interest 

With worldwide annnaj sales 
of £ 13. 17 b n, ICI fa also one of 
the UK’s biggest manufactur- 
ers; and around 50 per cent of 
its UK production, worth 
around £6bn a year, is sold 
abroad. 

Currency movements have 
thus become an important fac- 
tor for ICI, particularly over 
the last decade, as the com- 
pany has extended its overseas 
sales. 

A decision was made by the 
group in the 1960s to centralise 
all currency transactions on a 
company called IQ Finance, a 
policy which continues 
umdia n^lto^y ^ centraUsed 

money operation to be more 
efficient and we use this to see 
where we get the best results," 
said Mr Clements. 

As one would expect, the 
size of IQ .Finance's dealing s 
in the foreign exchange mar- 
kets fa considerable. In 19®, 
the company struck around 
5,000 deals in the forward arid 
spot currency markets, and in 
currency swaps. The total 
value of these, deals amounted 
to over £20bn, up to £30m per 
deal In major currencies. 

Forward currency rates are 
the favoured instrument for ' 
the bulk of the group’s UK 
activities. Each month, all UK 
businesses handling currency 
transactions are "given a for- 
ward rate tied to the market 
rate”, and their receipts anil 
payments handled by ICI 
Finance. “It fa a case of saying 
that, instead of having two or 
three currency problems to- i 
look at, we have one big cur- ' 
rency problem here in the UK, 
and there isn’t anything more i 
flexible than the forward mar- \ 
ket,” said Mr Clements. j 

More than 50 per cent of the 
net assets are 






Case study: the finance director 

‘We sell to the 

customer in his 
own currency’ 



Alan Clemente: favours a centralised money operation 


Last year, sterling depreciation 
against the D-Mark and the 
dollar added another £50m to 
overall profits. 

Brit Mr Clements fa adamant 
that, even if sterling moved in 
the opposite direction, ICTs 
European sales would continue 


of the IQ’s, profits flows back 
to the. UK" as div idend s, and 
this amount fa converted into 
sterling for reporting purposes 
at. the, day’s prevailing rate. 
The rest fa reinvested in the 
countries-from which it taww . 

Turning- to the future -*• 


to D-Marks. “You've got to use although he will not be around 
me currency or the customer Lt to execute any dqUcv chancre 
srej? be a force to the - MrClementesaid thatdfa- 


yon are to be a force to the 
m a rk et. We say. lets sell to the 
customer to his currency’, and 
we take on the problem of cur- 
rency.” 

The currency exposures aris- 


oassrons currently centred on 
the “extent we can improve 
our appreciation and under-' 
standing of the increased vola- 
tility of currencies". In addi- 


night to Friday night” 

Some institutions have 
re ponded by keeping dealing- 
rooms open round the clock. 
Even for those not on duty, the 
dealer who sleeps with a mini 
Reuters dealing-machine by his 
side should the rail come to 
deal to the dead of ni g ht , fa a 
more common phenomenon 
than fa generally believed. 

More important however, 
dealing-rooms are having to 
stay open 24 hours, because of 
the changing relationships 
between clients and the banks. 
Mr Chertkow said: "Clients get 
better execution and better 
control if they have a relation- 
ship with one bank. At the end 
of the day, it fa about service; 
tailoring the products to the 
client" 

But Mr David Cocker, cur- 
rency strategist at Chemical 


people from finding out what fa 
going on, and instead they sim- 
ply react to headlines.” 

Even so. markets are learn- 
ing to isolate “purely domes- 
tic" factors - as was shown by 
the recent falls in the Tokyo 
equity markets. These had lit- 
tle effect on markets in London 
or New York, and if anything, 
according to one analyst, 
“increased Japanese institu- 
tions' desire to go interna- 
tional” in a bid to hedge 
against further falls. 

Looking at the 1990s, Mr 
Cocker thinks ft unlikely that 
the phenomenal growth in 
forex dealing seen in the 1980s 
wifi persist “Monetary union 
in Europe," he says, “wifi have 
some dampening effect on the 
volume as it will reduce the 
number of currency relation- 
ships traded." 
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SECTION IV 


FINANCIAL TIMES 

SURVEY 


; 


With the approach of 
the wider European 
market beyond 1992, 

the tiny but • ■ 

prosperous state of 

Monaco faces an enigma as it 
seeks to adapt its relationship with 
France, its overshadowing 
neighbour, writes George Graham, 
the author of this survey 

France’s rich 
neighbour 


WHAT STATE has increased 
its territory by 30 per cent in 
the last 40 years but has more 
musicians in its orchestra than 
soldiers in its army? 

Monaco, part booming: busi- 
ness centre and part quaint 
anachronism, lends itself to 
this kind of riddle. 

The principality faces 
another kind of enigma in the 
next few years as It seeks to 
adapt its relationship with 
France, its overshadowing but 
protective neighbour, to join 
the European economic, mone- 
tary and political union. 

Monaco is not the only small 
state on the hinges of Europe 
Jersey, San Marino, 
Andorra, Liechtenstein and 
even Luxembourg share some 
its characteristics - but this 
does not mean that it will be 
unaffected by the changes 
which symbolically fall into 
place on January 1 1993. 

Although the Mediterranean 
principality is not a signatory 
of the Treaty of Rome, and so 
not a member of the European 
Community, it does have accus- 
toms union with France, and a 
tig h t though often ambivalent 
relationship with its dominant 
neighbour. 

Monaco's inextricable links 
with France hiphi™ its consti- 


tution makes the Minister of 
State or Prime Minister a 
Frenchman and its tax regime 
offers considerable fiscal privi- 
leges to French citizens. 

Monaco could have hems just 
another Antibes or Saint Tro- 
pes - a popular tourist resort 
haairing in the Mediterranean 

sunshine. It is still a tourist 
resort - one of the most 
expensive and upmarket off 
the Cdte d’Azur - and depends 
for a considerable portion of its 
livelihood on summer holiday- 
makers, jet-setting visitors to 
its Grand Prix or social galas, 
and conferencegidng business- 
men. 

The principality has. how- 
ever, undertaken an active pol- 
icy of economic development, 
halanrfng tlw frntpl. q and apart- 
ment blocks of the seaside 
resort town and the hanking 
activities of independent tax 
haven with a surprising indus- 
trial expansion. 

With land so scarce and so 
expensive, Monaco is never 
gamg to become a major centre 
for heavy manufacturing, but 
industry, especially cosmetics, 
pharmaceuticals and plastics, 
accounts for over a quarter of 
Hm country’s business activity. 

FontviefUc, g2ha of new land 
almost completely reclaimed 



Monaco has remained Independent, with only a lew Interludes, tor 775 years, under the shadow or protection of a series of powerful neighbours. 

MONACO 


from the sea to the west of 
Monaco old town, was crucial 
to this development. Font- 
vieffie represents the largest of 
the public works undertaken 
since Prince Rainier’s acces- 
sion in 1949. 

It is not its size that makes it 
important as much as its use 
as a public polity instrument 
to provide space for lower 
income housin g and for indus- 
trial and commercial premises. 

A mix of activities 

“We believe it is useful to 
have a mix of activities. Mon- 
aco bad the reputation of liv- 
ing off the Casino. But 
although that has not been 
true since 1936. our industrial 
side is still little known," says 
Mr Jean Pastorelli, counsellor 
to the Government for finance 
and the mwinwy — the equiva- 
lent of the principality’s 
flnanra minister. 

This diversification brings 
its own complications. 

Valuq added tax (VAT) on 
these new industrial and com- 
mercial activities represents 
the largest source of revenue 
in Monaco’s FFr2.6bn state 
budget. The VAT rate is tied 
by tax convention to that 
charged by- France and with 


the harmonisation of EC tax 
policy in the run-up to 1993. 
this rate appears set to go 
down. 

A rate-cut might lower gov- 
ernment revenue and thus 
force tighter control of spend- 
ing but Mr Pastorelli says this 
would sot endanger the nrinci- 
pality’s FFrlbn public works 
plan. He adds that any 
short-term decline in VAT 
receipts will probably be offset 
in the long run by the stimulus 
to economic activity resulting 
from the lower tax rates. 

Monaco is justified in antici- 
pating such a boost to its reve- 
nues as a result of its expand- 
ing business activity. Along 
with Sophia Antipolls and the 
Var valley, the principality is 
among the most dynamic eco- 
nomic zones of southern 
France. 

“In 1989 and 1988 we created 
1,400 net new jobs each year so 
we are an economic magnet for 
the surrounding region,” says 
Mr Bernard Fautrier, counsel- 
lor to the Government for pub- 
lic works and social affairs. 

This economic buoyancy 
helps to reduce any friction 
there might otherwise be 
between the privileged Mone- 
gasques and their French 
neighbours. 


Monaco's law obliges local 
employers to offer jobs first to 
the principality's citizens, then 
to its residents, and then to the 
inhabitants of the four neigh- 
bouring French communes, 
before they may look further 
afield. 

Monaco's active workforce is 
almost the as its resi- 

dent population - 27,063 at the 
last census. Of this total, about 
one third comprises residents, 
another third come from neigh- 
bouring communes and a third 
from further away in France 
and Italy. 

As well as preferential 
employment opportunities, the 
4,481 Monegasque nationals 
also enjoy special housing sub- 
sidies, yet they - and even 
more, the “children of the 
country” or longtime residents 
who do not have Monegasque 
nationality - still suffer from 
the shortage of affordable 
apartments within the princi- 
pality. 

They can also suffer from 
the difficulty of finding enough 
challenging job opportunities 
within their home country. 

“A number of Monegasques 
have difficulty not in find i n g a 
job, but tn finding a job that 
suits their educational qualifi- 
cations and their abilities,” 


comments Mr Stephane Valeri, 
chairman of the Federation of 
Young Monegasques. 

At the same time, Monegas- 
ques have to live down a poor 
reputation with employers, 
who often say they find them 
lazy and too sure that they 
cannot be fired. 

Mr Fautrier says many 
Monegasques prefer to be 
employed by establishments 
which guarantee their jobs, 
such as the administration or 
the SBM, the state-controlled 
company which runs Monaco’s 
casinos and most of its hotels. 

New measures 

He adds, however, thnt new 
government measures to 
encourage people to create 
their own businesses seem 
already to be having an effect 
among younger citizens, 
although only an estimated 3 
per cent of the principality's 
companies are so tar controlled 
by Monegasque nationals. 

“Monegasques are deeply 
attached to their country, and 
we are conscious of being very 
lucky to be born here, but if we 
cannot create new e nte rprises 
we want be able to keep peo- 
ple here,” says Mr VaMri, who 
founded his own advertising 
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and public relations company 
two years ago. 

Monaco is a haven of secu- 
rity both to the visitor, who 
may cross the road without 
being run down, and to resi- 
dents like Mr Pastorelli. who 
must be one of the few finance 
ministers in the world who can 
safely take the public bus 
home to lunch. 

It is not, however, only the 
principality’s large and visible 
constabulary that contributes 
to a feeling of being policed. 

“Monaco has its ways of 
behaving. It’s a club, and you 
have to accept the rules.” com- 
ments one resident 

The club sometimes seems to 
dose its eyes to problems, such 
as the collapse earlier this year 
of the Banque Industrielle de 
Monaco (BIM). the SBM's 
embarrassment with a failed 
Paris stockbroker, or the 
recent change in the top offi- 
cers of Monaco's police force. 
These scandals, however, may 
not have appeared so striking 
were it not for Monaco's care- 
fully nurtured image as a 
haven of security and respect- 
ability. 

The dub also seems to have 
a «rimibir sort of reluctance to 
talk about the changes In Mon- 
aco's political and economic 
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context that must spring from 
the changes in the structure 
and treaties of the European 
Community - “all our clients 
ask us what will happen in 
1992, but we don’t have any 
answers. The Government’s 
attitude is that It is better to 
think about it than to talk 
about it." complains one 
banker. 

Prince Rainier has men- 
tioned the likelihood of Mon- 
aco having to review some of 
the technical aspects of its 
accords with France and the 
EC but his Government gener- 
ally seems unperturbed by the 
changes of 1993. 

It would mean little more 
than modifying the rules on 
mutual funds to fall in line 
with new EC norms and lower- 
ing the duties it charges on 
auctions in order to safeguard 
this lucrative sideline. 

Monaco has remained inde- 
pendent. with only a few inter- 
ludes, for 775 years, under the 
shadow or protection of a 
series of powerful neighbours, 
including the Holy Roman 
Empire, Spain, Sardinia and 
now France. 

Europe may change around 
it, but Monaco seems likely to 
adapt to whatever new circum- 
stances arise. 


THE RIGHT GATE TO MONACO 


CARLO 


Monegasque Bank 
Established in Monaco since 1922 




CREDIT FONCIER DE MONACO 
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Is the bank for private individuals 


Its affiliate 


CREDIT DE MONACO POUR LE COMMERCE 


Specializes in corporate banking 


BOTH BANKS ARE MEMBERS OF 

BANQUE ENTDOSUEZ GROUP 


C.F.M, and C.M.C will offer you 
in confidence 
a Monegasque expertise 
and 

an international outlook 


CREDIT FONCIER DE MONACO 
Head Office: 11 Bd Albert Ier 
Boite Postale 470 
MC 98012 MONACO CEDEX 

Tel (33) 93 1545 00 
Telex: 469738 CFMX 


CREDIT DE MONACO POUR LE COMMERCE 
Head Office: 1, Square Theodore Gastaud 

Boite Postale 456 
MC 98012 MONACO CEDEX 

TeL (33) 93 50 10 50 
Telex: 469520 CREMOC 
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Expanding range of financial services 

Banks in abundance 


FOR a country with a 
population of only 27.000, Mon- 
aco boasts an impressive num- 
ber of banks: 38 different banks 
are represented, and there are 
fewer than 400 inhabitants for 
every bank branch, compared 
with an average of 1,800 in the 
French department of Alpes- 
Maritimes which surrounds 
the principality. 

Yet more banks are arriving 
all the time. Dumenil-Leble the 
French financial services com- 
pany now controlled by Mr 
Carlo de Benedetti's Cents, is 
opening up, as is Belgium's 
Generate de Banque. while 
Spain's Caixa de Pensions last 
year took control of Socnkht, a 
Monegasque bank founded in 
1953. 

Two recent arrivals fill a sur- 
prising gap in Monaco's finan- 
cial community by bringing 
the first German banks. A Ger- 
man bank had asked for a 
licence to open three years, 
ago, but was refused because 
the authorities wanted at least 
two banks from the country to 
open at once, in order to main- 
tain competition. 

Now. Bayerische Vereins- 
hank, in partnership with the 


French Banques Populaires 
grouping, last month inaugu- 
rated a new subsidiary in Mon- 
aco, Banque Internationale de 
Cre<aa>dit et de Gestion 
Monaco (BICGM), while United 
Overseas Bank Geneva, a joint 
venture between Dresdner 
Bank and France’s Banque 
Nationale de Paris (BNP), has 
agreed to buy Society de Ban- 
que et dlnvestissements (Sobi) 
from Barclays Bank of the UK 

Barclays is not at all disen- 
chanted with Monaco, where it 
is the largest non-Monegasque 
or French trank, but Its execu- 
tives say Sobl. which ha n dles 
principally mortgage business, 
duplicated the functions of its 
other Monaco branches - 
including one of the most cov- 
eted sites in town, just across 
the Jardins des Boulingrins 
from the Casino - and of its 
Paris mortgage bank. S cam . 

The largest banks are Credit 
Fonder de Monaco, the oldest 
Monegasque establishment, 
now 70 per cent controlled by 
Banque Indosuez, the Fr ench 
in vestment bank, and the three 
main French retail banks: 
BNP, Credit Lyonnais and 
Sodete Gene rale. 


ROLLS 



ROYCE 


BRITISH MOTORS S.A. 
WRIGHT BROTHERS 
Monte-Carlo 

Established in Monaco since 1924 

Sales: 15 Boulevard Princcsse Charlotte 
Service: 2 Avenue Roquevilk 
Telephone: 93.25.64.84 Telex: 469 475 



“probably 65 to 70 per cent of 
our clients are non-Monegas- 
ques, and 80 per cent of our 
assets are In term deposit 
accounts, where other regions 
would have 80 per cent in cur- 
rent accounts,” says Mr 
j.A.Sauzier, director of the 
Monte-Carlo branches of 
Soctete Generate. 

Monaco offers considerable 
advantages as an offshore 
banking centre to non-resi- 
dents, with the exception of 
French citizens, who since the 
conventions of 1963 are treated 
as though they were still in 
France. 

Like the Channel Islands or 
Luxembourg, Monaco offers 
freedom from exchange con- 
trols, transaction duties, 
income or capital gains tax, 
although it does have inheri- 
tance taxes, unless the succes- 
sion is In direct line from par- 
ent to child or between 
spouses. 

Most banks have the bulk of 
their clientele among citizens 
of their country of origin, but 
some bankers believe too little 
effort is made to drum up cus- 
tom elsewhere. 

“Demand is not passive, you 
have to be active and go and 
seek clients in other countries. 
People go spontaneously to 
Luxembourg or Geneva for 
hanking services, but they wffl 
not come spontaneously to 
Monaco unless we spread the 
word,” says Mr Joseph Benke- 
moun, who has 20 years of pri- 
vate banking in Monaco 
behind him but now heads Pal- 
las Monaco, set up a year ago 
to specialise In asset manage- 
ment 

But as more and more inter- 
national Banks set up in Mon- 
aco, they bring business with 
thgm from thniy home coun- 
tries and expand the size of the 
Monegasque banking market 

“Twenty years ago, when 
there were 17 hanks here, I told 
someone that there was easily 
room for ten more. Today, with 
38 banks, I still say there is 
room for ten more,” says Mr 
Benkemoun. 

Some groups, like Compag- 
nie Monggasque de Banque - 
controlled by Banca Commer- 
ciale Italians (BO) and Banca 
della Svizzera of Lugano - 
have developed a broader 
range of financial activities 
extending beyond the princi- 
pality: bond and equity market 
dealing, underwriting and cor- 
porate finance. 

“It doesn’t apply only to 
Monaco, but experience shows 
that a small boutique can 
always find something to do 
with even the Largest compa- 
nies. If you jump on a plane 
and provide a quick response, 
you can take a slice of the 
cake,” says Mr Jean -Claude 
Eude, executive vice-president 
of Compagnie Monegasque de 
Banque. Mr Ende adds that 
customers are often pleased to 
come to Monaco for the dosing 


of a deal. This outward expan- 
sion brings a tax penalty, for 
companies based in Monaco 
escape corporation tax so long 
as at least 75 per cent of their 
activities are carried on inside 
the principality. Some other 
banks which come close to the 
limit will voluntarily restrict 
their activities, while others 
choose where possible to han- 
dle business from nearby agen- 
cies in France. 

“We have been outside that 
limit for a long time. We just 
have to accept that we pay 35 
per cent corporation tax," 
shrugs Mr Eude. 

Although more and more 
banks are opening up in Mon- 
aco, one Monegasque bank has 
had to close down, after a sorry 
tale of fraud, foolishness and 
suicide. 

Banque Industrielle de Mon- 
aco (BIM), principally owned 
by Princess Isabelle de Bour- 
bon Parme, was officially 
closed down in February after 
the French Banking Commis- 
sion, which also supervises 
Monegasque banks, had 
stepped in to appoint an emer- 
gency administrator, Mr Andre 
Moufflon. 

He discovered “irregular 
operations coupled with inex- 
act declarations and dissimula- 
tions, finished off by bad man- 
agement” 

He said the bank had “with 
an inconceivable frivolity 
placed an abusive degree of 
confidence” In its principal 
debtor, Mr Jean-Marc Faure, 
founder of a chain of franchise 
clothes shops named “TJn bruit 
qui court" 

Bankers In Monaco say that 
the BIM was also running a 
sizeable business in bearer 
deposit notes, held by Mone- 
gasque citizens as cat's paws 
for French residents seeking to 
evade tax. 

The size of the deficit has 
been estimated by some 
French newspapers at up to 
FFrSOOm, but bankers in Mon- 
aco put it closer to FFT180m. 

Mr Jean Ferry, a senior btm 
executive, committed suicide 
in February, while Mr Jean 
Coley, the bank’s chief execu- 
tive, was arrested by French 
police in Nice in March. 

Everyone in Monaco agrees 
that the BIM was a complete 
exception among the principal- 
ity's banks. 

Some bankers say that BIM 
was not the only bank to abuse 
the practice of bearer deposit 
notes, and they expect the 
Monegasque government as 
well as the French Banking 
Commission to tighten up their 
surveillance. 

Monaco’s bankers and 
authorities hope that the affair 
will not have tarnished the 
principality's carefully fostered 
reputation as a “clean” bank- 
ing centre, where respectabil- 
ity is encouraged and every 
effort is made to prevent the 
laundering of drug money. 


MOORE STEPHENS 


AN IDEAL LOCATION 


With a superb natural environment, an attractive tax regime and its central position in Europe, 
Monaco has significant advantages for international business. 

Moore Stephens has been operating in Monaco for over 35 years, meeting the needs of both 
international businesses and individuals. Our fully staffed office provides a full range of services: 


■fc Accounting 
■A” Auditing 

# Company administration 
& Company Formations 


☆ Management advice 

☆ Shipping services 

☆ Tax planning 

☆ Trust Administration 


For further information on our services, 

please contact David T ug-man or Richard MacLeHan, Moore Stephens Services SAM, 
L’Estoril, Avenue Prmcesse Grace, Monte Carlo, MC98000 Monaco. Telephone: 9330.81.52. 

The International accounting firm of Moore Stephens has offices In over 60 countries 
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Prices for now apartments have risen to between FFr70,000 and FFr100,000 per sq. metre In Bw past year, 


PROPERTY 


Prices spiral upwards 


MONACO has never been a 
cheap place to buy property, 
but over the past year, prices 
have begun to spiral upwards 
into realms that would be 
viewed in most other parts of 
the world as astronomical. 

“The principality has had a 
big, big boom. In the last six 
months, prices have risen by at 
least 30 to 40 per emit, if not 50 
per cent,” says Mr Raoul Boni, 
of the Agence de la Gaze prop- 
erty agency, nhnlrman of the 
Monegasque Real Estate Asso- 
ciation. 

A stroll around the town 
does not at first convince the 
visitor that there is any short- 
age of property. There are 
advertisements on every street 
corner for new apartments in 
buildings like the Seaside 
Plaza - of which only the first 
of three buildings is yet on the 
market - the Rosa Marta or 
the Prince de Galles. Apart- 
ments in the new Metropole 

Sites for new 
development are 
extremely scarce 


Palace Hotel building went on 
sale in January, and there are 
a number of other develop- 
ments such as the Perigord m 
or the Beverley Palace in the 
pipeline. 

The Prince de Galles, how- 
ever, Is still a hole in the 
ground, while the Rosa Maris, 
though not yet beyond the 
ground floor, is already 80 per 
cent sold. 

“At the moment we have a 
potential of 35 to 50 new apart- 
ments ready to come on to the 
market, which Is one quarter’s 
supply,” says Mr Boni. 

The result is that prices for 
new apartments have risen to 
between FFr70.000 . and 
FFr100,000 per square metre — 
though the top of the market is 
inflated by a very small and 
exceptionally sited develop- 
ment which will put only 7 
apartments onto the market. 

This is not the first time that 
prices have risen at this sort of 
speed in Monaco, for the prin- 
cipality is so small that prop- 
erty will always have a certain 
rarity value. Mr Boni recalls 
that new apartment prices 
climbed from FFr1,500 per 
square metre in 1959 to 
FFr2,470 in I960; from FFr3,000 
a square metre in 1971 to 
FFr6,000 in 1975; and from 
FFr9,000 per square metre in 
1960 to FFr20,000 in 1983. 

The latest surge, however, 
appears particularly vertical 

Other Monaco real estate 
agents, however, feel that the 
situation is now merely revert- 
ing to normal - “we have 
always lived like this with a 
supply very tight,” says Mr 
Michel Dotta of the Bremond 
Dotta agency. 

“People say they are sur- 
prised by Monaco property 
prices, but I am surprised by 
Paris prices. We used to be 
structurally at twice Paris’s 
property price level, which is 
normal, given the rarity of 
land here,” he adds. 

Mr Dotta points out how 
unusual the situation was in 
1982. When demand turned 
down worldwide, developers 
were left with excess stock, but 
because the cost of the site is 
such a large proportion of the 
cost of a building in Monaco, 
they did not stop construction, 
as they did in London or Paris. 
The end result was an unusu- 
ally saturated market, dampen- 
ing prices for some years. 

Now with the market back 
in its normal position of 
under-supply, developers have 
begun agsdn to speculate on 


the- few possible construction 
sites that remain within Mon- 
aco's 195 hectares. 

Sites are particularly scarce 
now that the development of 
Fontvieille, the new area 
re claime d from the sea in the 
1960s and 19706, is almost com- 
plete. 

Commercial property 
remains more modest in price, 
although even here, Monaco’s 
small size means that, those 
who want to set up shop in the 
principality have to offset any 
tax savings they might make 
against their office rents. 

Modern offices now usually 
rent for FFr1,600 to FFr1,800 
per square metre, though there 
are well equipped, air-condi- 
tioned offices in Fontvieille on 
offer at FFrl^OO. Estate agents 
estimate that around 30,000 
square metres of office space is 
currently available. 

Agents say that in the last 
few years residential demand 
has shifted away from the stu- 
dios and two-room apartments 
that are usually sought by 
investors towards three- to 
five-room apartments, bought 
by people who actually intend 
to live in them - at least part 
of the time. Property retains a 
particular investment interest 
for French citizens, for it is vir- 
tually the only legal way in 
which they can take advantage 
of Monaco's tax privileges. 

Since 1962, when General 
Charles de Gaulle lost his tem- 
per with Monaco's continued 
existence as a tax haven, 
French citizens are taxed 
exactly as though, they were 
still in France. If a French citi- 
zen inherits a property In Mon- 
aco, however, he or she will be 
covered by Monegasque inheri- 
tance taxes - ranging from 
nothing at all for a direct 
inheritance from parent to 
child or between spouses, to a 
wMurimnin of .16 per cent, if 
there is no family relationship 
at alL 

A number of large French 
fortunes have in recent years 
used this loophole to avoid 
French property taxes, 
although their property in 
Monaco would still be subject 
to France's annual wealth tax. 

Monaco's steep property 
prices create problems of 


another sort for its inhabit- 
ants. Monegasque citizens who 
cannot obtain one of the 
reduced rent apartments which 
the government has built in 
Fontvieille are entitled to a 
rent subsidy, or to help with a 
loan to buy an apartment . . 

“It is true that prices are 
High, though they are similar 
to other towns on the coast 
with the same profile, and they 
are similar to some districts of 
Paris. In every agglomeration 
these is a centre and a periph- 


ery. but the problem is compli- 
cated in our case by the feet 
that between the centre and 
the periphery, there is a fron- 
tier,” says Mr Bernard Fau- 
trier, minister for public works 
and social affairs. 

He adds that there is now 
some discussion of what to do 
about rents, and although the 
gover nm ent has no intention 
of re-introducing a restrictive 
rent control system, it might 
consider some form of regula- 
tion of the length of teases. 
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BRITISH MOTORS S.A. 
WRIGHT BROTHERS 
Monte-Carlo 

Established in Monaco since 1924 

Sales: 15 Boulevard Prmcesse Charlotte 
Service: 2 Avenue Roqueville 
- Telephone: 93.25.64.84 Telex: 469 475 
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Caimer & 
Nicholsons 

YACHTING SINCE 1782 



With over 200 years experience at the forefront of the yachting industry. Camper & 
Nicholsons offer discerning yachtsmen the world's most comprehensive brokerage, 
charter and management services. 
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MONACO 

ACQUIRE A RESIDENCE IN MONTE-CARLO 

A FINE SELECTION OF APARTMENTS AND VILLAS IN MONACO 
AND ON THE COTE D'AZUR FOR SALE AND TO LET 
INFORMATION AVAILABLE ON RESIDENCE AND TAXES FOR 
FURTHER INFORMATION CONTACT BRIAN GROOCOCK, 
MANAGER 

JOHN TAYLOR & SON 
20 Bd. des Moullns 
MC 98000 MONTE-CARLO 
PHONE : (33)93 50 30 70 
FAX : (33) 93 25 86 72 

OTHER OFFICES : CANNES, SAINT JEAN CAP FERRAT, 
SAINT PAUL DE VENCE, SAINT TROPEZ 


PRINCIPALITY OF MONACO 

FOR PURCHASES SALE, RENTAL AND MANAGEMENT 
OF REAL ESTATE PROPERTIES 

AG EDI 

J. de BEER - President 

26 bis, Bd Princcsse Charlotte MC 98000 MONACO 
Tel. (33) 93.50.66.00 -Telex 479 417 MC-Fax (33) 93.50.19.42 
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SWITZERLAND md the PRINCIPALITY of MONACO 


Compagnie Monegasque 
de Banque 



A Monegasque Bank with full banking 
for both private and corporate die 
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■ Pictured left: Prince Rainier 
(centre) with Prince Albert and 
Princess Caroline, congratulate 
Alain Ducasse, lop chef at the Louis 
XV Restaurant, who won his third 
Michel! n star this year. 


■ Top right a view of the famous 
Casino at Monte Carlo, the building 
which competes with Prince 

R sinter's palace as the central 
attraction In Monaco. 

■ Lower right: the refurbished and 
buttling CaM da Paris, opposite 
the Casino, has new facilities for 
American games and slot machines. 


The casinos and hotels operated by the Society des Bains de Mer are forging new international markets 









Resurgence of traditional gambling 


PRINCE RAINIER'S palace 
crowns Monaco old town on 
the rocky hill above the Conda- 
mine port, but on Monaco’s 
other hill, Monte Carlo, it is 
the Casino which do minates . 

It has been many years since 
Monaco ceased to depend on 
gambling revenue to finance 
the state budget 

But there remains a close 
relationship between the prin- 
cipality’s Government and the 
Soctete des Bains de Mer et da 
Cercle des Strangers a Monaco, 
or SBM - the company which 
manages Monaco’s casinos, 
most of its hotels, and the bulk 
of its sporting, social and cul- 
tural activities. 

Since 1966. the SBM has been 
70 per cent controlled by the 
Mcmegasque state - a decision 
which Prince Rainier, in a 
speech last year celebrating 
the 40th anniversary of his 
accession to the throne, singled 
out as one of the three major 
events of his reign. 

"I am convinced that this 
was an action of esseutiaT sig- 


nificance, both because of the 
privileged place which this 
company enjoys In the eco- 
nomic, social and cultural life 
of Monaco and because of the 
importance of its activities for 
employment," he said. 

Although the SBM lives in 
symbiosis with Monaco, how- 
ever, it also inhabits its own 
world, partially dosed off from 
the principality which sur- 
rounds it. 

Visitors to Monaco can 
spend their entire stay without 
ever setting foot outside SBM 
premises. 

The company, in fact, owns 
one-twelfth of Monaco's total 
surface area. 

The idea of an enclosed 
world follows the original plan 
of Mr Francois Blanc, the pio- 
neer of luxury tourism, who 
formed the SBM in 1863. It was 
he who placed Monte Carlo on 
the international map, for a 
complex of hotel, casino and 
restaurants linked by a tunneL 

Yon can still pass by tuzrnel 
from the Hotel de Paris to the 


Hotel Hermitage, by way of 
their joint swimming pool on 
the terraces overlooking the 
sea. But an aerial view will 
give you a more complete pic- 
ture of the SBM properties. 

From the seaside at the 
Monte Carlo Beach Hotel, just 
over the border into France, to 
the tennis courts of the Coun- 


SBM’s net profits 
modestly advanced to 
FFr22.8m In 1987-88 
to FFr35.2m In 1988-89 


try Club; to the nightclubs at 
the Sporting Club on the Lar- 
votto peninsula to the Opera 
inriti«» the main casino build- 
ing, the visitor can accumulate 
a matching set of SBM bills. 

You can even eat well, 
which, to the shame of the 
town where Escoffier cooked, 
has not always been true. 

At the bustling Cate de Baris 
opposite the Casino; at the 


roof-top grill of the Hotel de 
Paris, where Mr Bruno Caironi 
won his first Michelin star this 
year; or at the Coupole in the 
Mirabeau Hotel (managed, 
although not owned, by the 
SBM), where Mr Yves Gamier 
has held a Michelin star since 
1986. 

Since March, Monte Carlo 
has boasted the ultimate in 
French gastronomic honours 
- a third Michelin star for Mr 
Alain Ducasse, the 33-year -old 
chef of the Louis XV restau- 
rant, located on the ground 
floor of the Hotel de Paris, 

Three years ago the SBM 
started to look for a chef who 
could win three stars. But Mr 
Raoul Biancheri, the compa- 
ny's chairman and chief execu- 
tive, claims little of the credit 
for the success. 

“We just gave him some 
fancy crockery - he makes the 
dishes,” he says. 

“Ducasse’s three stars are 
very important for Monaco. A 
few years ago, gastronomy was. 
a weak point for us, and indeed 


for the whole of the Cote d’A- 
zur," adds Mr GOles Nogh&s, 
managing director of the Mon- 
aco Government Tourist and 
Convention Authority. 

Success has not always come 
so smoothly to the SBM, how- 
ever. and fixe 1980s have seen 
moments of difficulty, with a 
decline in business in the 
period from 1982 to 1986. 

Gambling receipts fell, while 
lower occupancy of the big 
SBM hotels, traditionally 
viewed as something of a loss 
leader to draw casino clients, 
increased the deficit in this 
sector. 

The main Casino lost 
FFri2m in the year to March 
1985. FFr30.7m in 1985-86 and 
FFr15. 2m in 1986-87. 

Although this was offset by 
stable profits from the casino 
run by the SBM at Loews Hotel 
- steadily running at about 
FFi36m a year from 1984 to 
1989 - a plunge into losses on 
Its bote! activities trimmed the 
SBATs total operating profits 
from<FFr484lm in 1984-85 and 


FFr37.7 m in 1985-86 to 
FFrI&5m in 1 98687. 

Since then, the traditional 
gambling activities have taken 
off again. 

The main Casino complex 
made a profit of FFr2 6m in 
1987-88 and leapt to FFr92.5m 
in 198889, thanks partly to the 
July 1988 re-opening of the 


The SBM plane to 
build another casino 
next to a new hotel In 
the next three years 


Cafe de Paris with a new room 
for American games such as 
blackjack and craps, as well as 
slot machines. 

The SBM ’5 hotels continued 
to lose money heavily in 
1987-88, but trimmed this loss 
to FFrS.7m in 198889. 

Mr Biancberi says they are 
now making a modest profit. 

AH in an, SBM’s operating 
profits climbed back to 


activities 


FFr56.3m in 19S7-SS before 
nearly tripling to FFrl4S.Stu in 
198889. Nevertheless, net prof- 
its advanced more modestly, 
from FFr22. 8m in 1987-88 to 
FFr35 .2m in 198889, due in part 
to an accelerated write-off of 
investments in sports facilities 
and partly to FFr53 3m of pro- 
visions, including FFr25m for 
gambling risks as well as the 
write-off of a loss incurred by 
the collapse of the Paris stock- 
broking firm Baudoin, with 
which SBM invested. 

These financial ups and 
downs In recent years have not 
prevented the SBM from 
heavily investing in its prop- 
erty portfolio. This includes 
the reconstruction of the Cafe 
de Paris, modernisation of the 
rooms at the Hotel de Paris 
and the Hotel Hermitage and 
the overhaul of the Sporting 
Club casino. 

“We try to repeat, even more 
beautifully, the styles we 
already have, but a little bit 
more modern - like hairdryers 
in the bathrooms at the Her- 


mitage," Mr Biancheri 
explains. 

The SBM is now going on to 
its next major project: the con- 
struction of a new 400-roam 
hotel and adjoining casino for 
American games at the foot of 
the Larvotto peninsula, nest to 
the Sporting Club, which 
already has a casino for Euro- 
pean games such as roulette 
and chcmin de fer. 

The company is expected 
soon to grant an emphyteutic 
tease to a Swiss financial group 
for the construction of the 
hotel, which could begin in 
October and be completed in 
three years time. The SBM will 
build the new casino Itself. 

Mr Biancheri wants the man- 
agement of the new hotel to be 
entrusted to a major interna- 
tional hotel group. 

"The problem in occupancy. 
We don’t want simply to trans- 
fer clients from our existing 
hotels, and we think an inter- 
national network will be able 
to seek new customers.” he 
says. 


Bed & Board 
in Monte-Carlo 

The PRINCE DE GALLES is the only quality project currently under 
construction in the Principality and, therefore, represents a rare and 
important opportunity for businesses seeking a new seat for the Board. 

When completed this uniquely designed building will provide the 
’ optimum, non-intrusive combination of superior business and superb 
private dwelling accommodation to be found in any comparable setting. 

Built to the highest specifications, the PRINCE DE GALLES will 
comprise 5000 m 2 of executive offices together with 40 luxury 
apartments, in a range from one room studios to an exceptional 
900 m 2 penthouse suite. 

PRINCE DE GALLES. Preserving your values with style. 


A development by: 


Finance arranged by.- 


All Enquiries to 


CERPI 

. 23 rue Jean Giraudoux 
75116 Paris - France 
Tel. (1) 43983478 - Fax (1) 43980559 


COMEUROP GROUPE B.P. ROP 
SECURITY PACIFIC BANK (FRANCE) 


SCI PRINCE DE GALLES 
14 avenue de Grande-Bretagne 
Monte-Carlo - MC 98000 Principaute de Monaco 
Tel. 93 50 22 99 - Fax 93 50 22 91 


MTC 

Real Estate Consultants 
9 rue Scribe 
75009 Paris - France 
Tel. (1) 47 42 08 09 - Fax (1) 47 42 76 92 
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From shopping (left) to sightseeing, Monaco has sights for all visitors. Including the jewel In the crown - Prince Ratnter'upatece (centre). 


Tourism development has shifted its emphasis in recent years to attract business visitors 

Conferences, trade fairs gain ground 
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© Unsthoose Forte 


Moelecaurlo, maaure masltriiim. 
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One ofTrusthouse Forte’s prime hotels for leisure, 
conferences and incentives. 

The Beach Plaza offers the exclusivity of its own private 
beach and three swimming pools. Its huge tropical terraces, 
open air and gourmet restaurants and bars have all been 
carefully conceived to provide ah elegant and relaxed 
atmosphere. 304 rooms, 9 suites all air-conditioned with 
private balcony, radio, colour TV, mini-bar. Conferences and 
banqueting facilities for 4S0 persons are available on our 
Tbp Floor with panoramic views over the Mediterranean. 
The Beach Plaza la a short walk away from all or Monte- 
Carlo's attractions, exclusive night dubs. Casinos, as well as 
Europe’s finest Thru us facilities, water sports and golf. 


MONACO is intent on 

maintaining the imag e it has 

built since the establishment of 
Monte Carlo as a top-of-the- 
range tourist destination in the 
second half of the 19th century. 

This baa meant adapting to 
changes in people’s habits 
sinew then. For example, the 
high season in Monaco is now 
the summer, not the winter. 
and the principality has to cast 
its net farther afield than the 
pages of Debrett or the Alman- 
ach de Gotha. 

But Monaco preserves a rep- 
utation as a place where the 
very wealthy can stroll around 
in their diamonds and furs, 
without being robbed or being 
trampled by hordes of tourists. 

“I would say that safety, 
cleanliness and decorum, in 
that order, are the three main 
charms of Monaco,” says one 
long-term resident 

The principality’s tourism 
statistics present a slightly dif- 
ferent picture. 

Occupancy of the principal- 
ity’s 2,400 hotel rooms, which 
averaged 68 per cent in the 
first half of the 1980s, plunged 
to 55 per cent in 1986. 

It has since recovered some- 
what, to reach averages of 6L5 
per cent in 1988 and 61.6 per 
cent last year. 

Even in the peak summer 
months, Monaco's hotels are 
tar from bursting point 

Last year, occupancy 
reached 67 per cent in June, 64 
per cent in July and 73 per 
cent in August 

To counter this, Monaco has 


an active policy of seeking to 
draw new visitors and to 
spread their visits more evenly 
throughout the year. 

This has been done both by 
the development of business 
tourism - through confer- 
ences and incentive travel - 
and by the creation of special 
attractions - such as ballets 
and operas, auctions, Formula 
One car races tennis tour- 
naments, or charity Hails and 
social galas. 

“We have two elements to 
help us regularise the occu- 
pancy of hotels: congresses and 
the creation of events,” says 
Mr Gilles Noghes, managing 
director of the Monaco Govern- 
ment Tourist and Convention 
Authority. 

Room occupancy is in fact 
highest in May (77 per cent) 
and September (81 per cent) 
when special events and con- 
ferences combine with the 
summer season to fin up the 
principality. 

The development of Monaco 
as a congress centre began as 
early as the 1960s, but fid not 
take off until the opening of 
the 600-room Loews Hotel on 
the seafront In 1975 - at the 
time the largest hotel on the 
Cote d’Azur - and the Inaugu- 
ration of the Centre de 
Congrgs-Auditorium in 1978. 

Congresses now account for 
around 30 per cent of Monaco’s 
tourism. 

The list includes a few pro- 
fessional organisations, but the 
principality attracts mostly 
company conferences and prod- 


uct launches with up to 1,000 
participants. 

Mr Noghes is confident, how- 
ever, that Monaco will be able 
to extend its appeal in the 
future when the new Centre 
Culturel et des Expositions, 
under construction on the Ave- 
nue Princesse Grace, near the 
Larvotto beach, opens at the 
end of 1994 or the beginning of 
1995. 

The centre will boast a 1,200- 
seat auditorium and a 900-seat 
amphitheatre, as well as six 
smaller halls. Most impor- 


arenas. 

Some events have been 
established on the calendar for 
years. The Grand Prix will be 
raced for the 48th time on May 
27. and the 58th Monte Carlo 
Bally was run this year. 

More recent additions to the 
Mnwam nalendtir are the Fire- 
works Festival, now 25 years 
old, and the Circus Festival, 15 
years old. The Tennis Open Is 
younger stQL 

“The events serve two func- 
tions - to fill the hotels, and 
to provide publicity for the 


The increase in top class hotel capacity 
includes the 200- room Abela in 
Fontvieille and the 170-room Metropole 




Demanding travellers expect the best. 
Now there Is a Palace 
for those tired of hotels. 


tantly, it will offer 4J500 square 
metres of exhibition space. 

“The centre will help us to 
develop our business tourism, 
and in particular trade fair s. 

“The present Congress Cen- 
tre has hosted a lot of trade 
conferences, but it does not 
have the space for big exhibi- 
tions,” Mr Noghds explains. 

“By tradition, and by its 
hotel rooms, Monaco is at the 
top Of the range. 

“Over 80 per cent of our 
rooms are in the four-star or 
five-star luxury category. We 
have to seek this top-of-the- 
range image as much for con- 
gresses as for leisure tourism,” 
he adds. 

The creation and promotion 
of special events is the other 
way Monaco boosts tourism 
when visitors might not other- 
wise think of coming- 

“We have to compromise. We 
might like to have our events 
in flat periods, but we also 
have to arrange them in peri- 
ods when people are avail- 
able,” says Mr Raoul Bianch- 
eri, chairman and chief 
executive of the Socidtd des 
Bains de Mer (SBM), the lead- 
ing operator of casinos and 
hotels, which sponsors many of 
Monaco's best-known events in 
its halls, theatres and sports 


principality and for the hotels. 
The Bal de la Rose is an event 
for Monaco and for the SBM. I 
can’t say that all our events 
make money. Some break 
even, others cost us a bit,” Mr 
Biancheri explains. 

Monaco Has also made con- 
siderable efforts to simplify 
access for burned travellers 
an Important consideration, 
since the average length of 
stay has fallen sharply to 
around three nights. 

The heliport, on the seafront 
in Fontvieille, plays an impor- 
tant role. More than 110,000 ( 
passengers used the service to 
and from Nice airport last 
year. The journey takes seven 
minutes and. for a single trav- 
eller, it is cheaper than a taxL 

More leisurely means of 
access, however, are also being 
promoted. Mr Nogh&s is keen 
to develop Monaco as a centre 
for luxury cruises, with vessels 
like the Norwegian-registered 
Sea Goddess 1 and H, or the 
Bahamian sailing yachts Wind 
Spirit and Wind Star operating 
from the principality. He also 
hopes the Orient Express wiB 
be able to stop In Monaco. 

If Monaco's hoteliers are con- 
cerned about their room occu- 
pancy rates, they appear para- 
doxically calm about the 


increase in hotel capacity. 

This includes the 200-room 
Abela ixi FantviefOe, and the 
170-room Metropole, which 
opened in January only a 
stone's throw away from the 
Casino, in a position to directly 
compete with the Hotel de 
Paris or the Hermitage. . 

Mr Nab II Boustany. who 
spent eight years and gl20m 
rebuilding the Metropole, feels 
that then win be no problem 
of excess capacity, even when 
the new 400 room hotel to be 
bufit on file Larvotto peninsula 
opens around 1994. 

“I had expected to be in the 
red fra* one or two years before 
we started to break, even. In 
fact, we are breaking even, 
already, and have not had a 
single THopth in the red,” he 
says. 

Mr Boostany had originally 
hoped to build his luxury hotel 
in Ashrafieh, in his native Bei- 
rut - possibly an even more 
beautiful site than Monaco, but 
ravaged by war: 

Instead, he has lavished 
every attention on building a 
splendid- marble, palace in- 
Monte Carlo, often overruling 
his partners, Conrad Interna- 
tional. a subsidiary of the Hil- 
ton Hotel group, to equip it in 
keeping with his taste. 

“They wanted me to put 
stainless steel cutlery in the 
brasserie. I refused and bought 


Christofle instead, and 1 
bought Limoges china, not Far 
Eastern,” he says. 

Mr Boustany says the Metro- 
pole has already begun to win 
a share of the conference trade, 
and he sees no reason why it 
should not achieve to to 80 per 
coot occupancy next year. 

Mr Biancheri of the SBM 
also belfeves that Monaco can 
continue to extend its clientele, 
possibly among wealthy Japa- 
nese who in the '-past have gone 
to Europe, usually on tours. 

“it is not a question of find- 
ing-thousands of new clients, 
just a &w dozen hr each coun- 
try "he says. - v..... 

Besides , the 245JXM - visitors 
who spent the night in Monaco 
last year, the principality also 
receives around 3m day trip- 
pers. With them the problem is 
in versed: so that the Govern- 
ment has to' find ways of man- 
aging life flows so as to pre- 
vent saturation. . . 

“The Goverhznent attaches 
considerable importance to giv- 
ings good welcome to day tripr 
pers, to improving the move- 
ment of tour buses and 
channelling the flow of visi- 
tors. We have to find daily 
solutions so that there is no 
friction between day trippers 
and longer-stay visitors." Mr 
Nogh&s says. 





Montecarlo is better on the beach 
**★* 

AVENUE PRINCESSE GRACE 
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BUSINESS AIDES 
ASSOCIATES 

ADMINISTRATIVE AND SECRETARIAL SERVICES 

© COPF, AUDIO AND STENOTYPING 

• TELEPHONE AND MAIL SERVICES 

• PHOTOCOPYING 

• TELEX AND TELEFAX SERVICES 

• TRANSLATIONS 

• INTERPRETER SERVICES 

• MAILING LIST MANAGEMENT 

(all work performed on word processors and personal 
computers I 

“Le Victoria", Bloc B, 1* floor 
13, Bd Princesse Charlotte, B.P. 252 
MC 08005 MONACO CEDEX 

Tel. : 93.50.82.28 - Telex : 479631 MC 
Telefax : 93.50.72.84 


Get ready for 1992 learn French now 

at the most renowned school 

INSTITUT DE FRANQAIS 

• The Highest quality teaching 

• A high-level international student body 

• A cordial, hard-working atmosphere 
e A breathtaking setting on the Riviera 

• A truly dedicated staff 


★ ★ * * L 

IN THE HEART OF MONTE CARLO 

For reservations call your local H 11 too Reservation Service 
or the Hotel direct on : f.33) 93 15 15 15 - Fax (33) 93 25 24 44 


PALLAS GROUP 

Hi# Company spsdsMasd in [iireatment services 

PALLAS MONACO, whose President la Pierre Mouesa. Js the leading 
Financial establishment In Monaco, under banking law, whoae sole task 
is the management of patrimony in all Its forma. 


6 avenue des Citroen tera - Mee ts C arte 
Teh S31S 09 20 


HELICOPTER SERVICE 

HELI AIR MONACO 



ABC BANOUE INTERNATIONALE DE MONACO 

Arab Banking Corporation Group 
PRIVATE 

BANKING SERVICES 
INVESTMENTS 
CHANGE 


Sporting d’HIver (Facade Nord) - Place du Casino - Monte -Carlo 
TCMphona : 93.50.06-08 -Teiax : 469163 ABCMC- Telefax : 93.25.61 97 


e A high-level International student body 
e A cordial, hard-working atmosphere 
e A breathtaking setting on the Riviera 
e A truly dedicated staff 

Daily 8.30-17.00 with 2 meals 

For adults. 8 levels : Beginners ( to Advanced II 
Ntxl 4-w* rk imatmrwlon ewi* atari* Jm* •. M r 2 «t- 
■06220 VjUrfrancWMi’r KWioce TM 93 01 SR 44 Tl*97U 9#9P Pa* 93 78 SE 17 


MANAGEMENT SERVICES 

HOOGEWERF GROUP OF COMPANIES 

C/o SECOMA S.A.M. 

57, Rue Grimaldi. MC 98000 MONACO 
Tel: 93.30.26.55 Fax: 93.25.85.22 Tlx: 479181 


MONACO-NICE-MONACO 

(25 flights a day) - 310 FF per person - Abonnement 240 FF 
OTHER ACTIVITIES 

Flights on request to: CANNES, FREJUS. ST.TROPEZ. 
MARSEILLES, ISOLA 2000. LYONS. ITALY, SWITZERLAND 

Group transport, film festivals, photography, television. 
Research, surveillance, land/sea locating, aerial 
operations. 

RESERVATIONS: MONACO Heliport 
Tel: S3 .30 .80 .88 - Telex: 47S 343 EUAIR 
HEU AIR MONACO - NICE Airport 
Tel: 93.21.34.62 Fax: 93.30.37.89 


amous 

Ferraris 

AND OTHER EXCEPTIONAL 

MOTOR CARS 


To Be Sold! at Monaco, 22 Mat 1 990 at 
7.00 p.m. at the Loews Hotel 

■ 

For further information please contact 
Colin Grabbe, Martin Chisholm or 
Miles Morris in London on (071) 389 2138 
or Christian Philipjpsen in Paris on (33 1) 47 04 56 20. 


ROBERT CROSS. 10 years on the Cdte d'Azur at 

REFLET 

Ameublement # Decoration 

350 sq/m. of Fine Furniture and Furnishings *en ambiance’ 
Contact Robert Cross for your Furnishing Requirements. 

600 mbs* from the Antibes exit of the autoroute, (on the D435): 

La Fartgoola, Chemtn de Satot-Bemud 


TefcHAbWAS Fax; nJBSMAS. 


Eric G.F. Blair 

Insurance/Assurance 


Intentttduurt S\gril du. Lloyd's dt Lottdns 


Lloyd's a p proved Intermediary 


93 50 99 66 



CHRISTIE’S 

8 King Street; St. James’s, London SWl Y 6QT 
Tel: (071) 5^ 2158- Fax; (071) 92 5 2649. Telex: 916429 



A programme geared to tomorrow’s world. Your children benefit 
from high acadanfc standards ma indy international environSS 
with a bilingual curriculum leading to die French Baccalaumnr 
International Option or the International Baccalaureate, accented 
world-wide, for university entrance. Twenty minutes rrumNW 
Airport, excellent boarding and sports facilitik Nice 

Can, or wnto for information to: Phyllis Brante 
■ Centre International de Valboone 
06565 SOPHIA ANTIPOUS HT. Tefc 93 65 33 34 ext.446 
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Public works give priority to making optimum use of land 

Man-made island solution 
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THERE is jio escaping the feet 
that Monaco is vary, very 
Small. Hus is true in the social 
sense - Monegaaques and 
Monaco residents form a tight- 
ly-knit and closely supervised 
community - but it is also 
physically true. 

Roads that zigzag up the cliff 
fece, crossed here and there by 
staircases and public lifts, rein- 
force the message that every 
square foot counts. 

With an area of I95ha, 
squashed between the moun- 
tains and the Mediter ranean 
Sea. Monaco Is always on the 
lookout for ways of winning a 
few yards of valuable territory 
here or there: by burying ser- 
vice functions such as parking 
lot s or sewage treatment 
underground, or by extending 
its surface out to sea. 

At the same time. Prince 
Rainier's Government has been 
keen to preserve a reasonable 
green space free for public 
paries and gardens. 

Heavy state investment, run- 
ning at around FFrlbn out of a 
total annual state budget of 
FFr2.7bn, has allowed Monaco 
to increase its size by 30 per 
cent in 40 years. This includes 
reclai m i n g under-used surfaces 
and building new polders 
extending into the sea. 

The effort started in the 


1950s, with polder work in the 
Po rider and Larvotto areas, in 

the eastern part of the princi- 
pality, reclaiming 9ha from the 
sea. 

The most important project, 
however, started in 1965 and 
involved the creation of the 
Fontvieille area - 22ba of new 
ground to the west of the rocky 
promontory on which aits Mon- 
aco's palace and old town. 

The operation meant work- 
ing 30m to 40m below sea level, 
a world record until a recent 
development at Sines in Portu- 
gal. The groundwork on Pont- 


es the state is concerned, and 
in a few years all the private 
promoters will have finish^ 
The only opportunity left on 
land is the railway line,- says 
Mr Jose Badia, chief engineer 
of Monaco's public works 
department 

Monaco once boasted two 
railway stations but the princi- 
pality removed the Monte 
Carlo station and buried the 
eastern portion of the tracks 
between 1958 and 1964. 

A FFrl^bn project, due to be 
completed by 1998. will give a 
boost to the principality's west- 


With an area of 195ha (barely the size of Hyde 
Park), Monaco is always looking for ways 
of winning a few yards of valuable territory 


vieille was completed in 1971 
and it has since been the focus 
of the Monaco Government's 
efforts to build up local indus- 
try. 

Along with the construction 
of industrial workshop space, 
Fontvieille is also the site of 
the Monaco helicopter port, a 
new football stadium, housing 
aimed at lower-income Mone- 
gasques, as well as a marina 
and the new Abela Hotel. 

"Fontvieflle Is as far 
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Prince Albert with Prince s* Caroline and her son, Andrea. 


era section. A subterranean 
station will be built and about 
4ha of land, now covered by 
tracks and by a little-used 
goods station, will be 
reclaimed. 

At the same time, a tunnel is 
being dug to link Monaco 
directly to the Ad motorway. 

“We are not doing this Just 
for the pleasure of digging tun- 
nels," says Mr Bernard Fan- 
trier, minister for public works 
and social affairs. 


KEY FACTS ON 
MONACO 

■ Head of State: 

Prince Rainier III 

■ Official languages: French and 
Mondgasqua. 

■ Capital: Monaco- VII !e. 

■ Currency: French Franc (Fr). 

■ Exchange rate: FFr5.58 
to the LiSS. 

■ Area: 1.85 sq km. 

■ Visitors: 245,148 (1969). 

■ External trade: heavily 
dependent upon imports from 
France. Member of the French 
Franc Zone, wtth customs and 
currency union with France. 

■ Industry: tourism is the main 
business sector, but Industry now 
represents around 27 per cent 

or Monaco’s activity, with some 
700 small businesses. They 
include 65 companies In 
chemicals, pharmaceuticals and 
cosmetics; 19 in plastics: 60 in 
electronics and engineering; 77 
in card and paper production. 

■ Banking: accounts for 35 per 
cent of financial turnover, 
employing over 1 , 200 . 

■ Business advice and 
Information: Conseil Eoonomlque, 
6 rue Louis NotSrl (tot 9330 2002): 
Jeune Chambra Eoonomlque de 
Monaco. BP 13 MC 98000 (tab 
9315 0422); Direction du 
Commerce et de la ProprMtt 
Induatrfeile. 8 rue Louis Notari 
(tal:9315 8000). 

■ Other useful addresses: 
Direction du Tourisms et des 
Congrte, 2a boulevard des 
Moulins (teh 9330 8701); 
Federation Patronale (employers' 
federation). 14 avenue de Grande 
Bretagne (teh 9330 1019); Societe 
des Bains de Mer (SBM). BP 139 
MC 98007 (tel: 9930 9931); Union 
des Ccmmerpants et Industrials. 
14 avenue de Grande Bretagne, 
(tel: 9330 8581). 



BARCLAYS BANK SA 

The leading foreign bank in Monaco 


3 branches in the principality 
A full banking service for the international customer 
We speak 5 languages 


31, avenue de la Costa 
MC 98 000 Monte - Carlo 

Tel : 93 15 3535 - Telex 2 469951 - Fax : 93 25 15 68 


“This win allow the recuper- 
ation of land from 1996 or 1997 
to build housing, offices and a 
small extension of the Font- 
vieille industrial estate," he 
says. 

These operations may be 
enough to take the edge off 
Monaco's land hunger for 10 
years or so, but the Govern- 
ment is already looking far 
ahead into the 21st century. 

"In reality, it is unfortu- 
nately difficult to see great 
possibilities seawards. In the 
first place, nature has provided 
us with virtually no continen- 
tal shelf, so you rapidly reach 
great depths, and with them, 
the limits of the economically 
possible. The second obstacle. 
Just as important, is ecologi- 
cal," cautions Mr Fautrier. 

Even if it were possible to 
build dykes as deep as 50m or 
70m. the sheer volume of land- 
fill would inhibit the construc- 
tion of new polders. Increasing 
environmental awareness has 
rendered this kind of seabed 
devastation unacceptable. 

These constraints have 
prompted Monaco’s engineers, 
in partnership with Principia, 
an engineering company based 
at the nearby science park of 
Sophia Antipolis, to come up 
with a scheme for building 
floating islands offshore. 


•I;.... 8 

.... • $ 

1 l 


/. Ktondg h eti ;- y 

\ " rifrirtiiv 

jmsmm 


Tonao 



The changing shape of Monaco 
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SPAIN ? •••: - 


Land redound from the * 
r_ 1 Most recent redamasons 


The first idea, already 
patented, is for a new mole to 
protect the mouth of the old 
Condamine port. 

The 50m depth of water and 
ecological considerations for 
the seabed means this mole 
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TOOTH REMOVALS 

LONDON - MONACO - LONDON 

First class Removals. Direct deliveries from the U.K- 
21 years of scheduled services to the C6te d'Azur 

LONDON: 081-547 2233 LOCAL: 93 33 75 53 

- international Removals - 

- Storage - Antiques - Restoration - 
- Member of the Corfield Group of Companies - 


HOTEL - RESTAURANT - BAR 


PRUDENTIAL-BACHE SECURITIES 

(MONACO) INC. 


INVESTMENTS IN COMMON STOCKS, 
BONDS. COMMODITIES, OPTIONS, CURRENCIES 


Sporting d’Hlwr 
Place du Casino 


Telephone: 93 50 71 71 Tetoc 479183 Fax: 93 23 25 54 




35 air-conditioned and sound-proof rooms, 
with all amenities. 

Brasserie Salle "Belie Epoque " 

10 Avenue Prince Pierre 
MONACO - TEL: S3 30 25 56 


SUN REAL ESTATE 

Cfite d’Azur 

will locate your 

dream property and 
apartment, arrange 
financing & management, 
fully bilingual staff. 


Our Office* 

Roqinbnine: Teh. 9&2BM37 Fax: 9&2B91B2 
Mougira: Teh 83.755277 Fax: 83.755288 




Hotels overlooking the crowded Monte Carlo harbour 


Hotel guide 

Here, for the overseas 
business visitor, are brief 
details and price-ranges of 
eight hotels in Monaco: 

□ Hotel de Paris, 

Place du Casino: the heart 
of Monte Carlo — “the place 
to be seen." FFrl ,300-2,300 

a night Telephone 9350 6080; 
telex 469925: fax 9325 597. 

□ Hermitage, 

Square Beaumarchais: a 
baroque gem, calmer and 
cosier than the Hotel de Paris. 
FFr950-2, 000 a night 
Telephone 9350 6731; telex 
479432; fax 9350 4712. 

□ Loews, 

12 Avenue des Spelugues: 
bigger and newer, with 
smooth service and five 
in-house restaurants. 

FFr975-1 ,990 a night 
Telephone 9350 6500; telex 
479435; fax 9330 0157. 

□ Metropote, 

4 Avenue de (a Mad one - , 
newly opened, with all the 
marbled splendour of another 
age, plus hydro-massage In 
every bathtub. FFr9501,900 
a night Telephone 9315 1515; 
telex 489836; fax 9325 2444. 

□ Mtrabeau, 

1-3 Avenue Princesse 
Grace: the newest hotel In 
the SBM portfolio. 

FFr8501.800 a night 
Telephone 9325 4545; telex 
479413; fax 9350 8485. 

□ Beach Plaza, 

22 Avenue Princesse Grace: 
the only year-round hotel on 
the seashore, part of the THF 
chain. FFr645-1,850 a night. 
Telephone 9330 9880; telex 
479617; tax 9350 2314. 

□ Monte Carlo Beach, 

Route du Beach: seaside 
luxury cabins iust over the 
border Into France, open April 
to September. FFrl .500-2,000 

a night. Telephone 9378 2140; 

telex 479432. 

□ Abela, 

23 Avenue des Papaiins: a 
brand new hotel in the brand 
new district of Fontvieille, a 
stone’s throw from the 
heliport or the stadium. 
FFr425-975 a nlghL Telephone 
9205 9000; telex 469102; fax 
9350 2497. 

□ Telephone numbers of 
Monaco tourism offices 
abroach in London. 
071.629.4712; Paris (1) 42 96 
1223; in Ousseldorf, 211 49 
3892; Milan, (02) 869 0536; 
Chicago, (312) 939 7863; New 
York. (212) 759 5227; Tokyo, 

(03) 501 2808. 


MONTE-CARLO 

MONACO 


SUN ESTATE S.A. 


developing, building 
and .restoring fine 
properties to the 
highest standards. 
You can rely on us. 


will not be solid but a floating 
caisson moored close to the 
surface. This will allow water 
to pass underneath but break 
the force of the waves. The hol- 
low breakwater would be used 
for car parking. 

The second idea seems even 
more futuristic: a breakwater 
2000m long, anchored in 70m of 
sea water, sheltering artificial 
floating islands. 

“It is a long-term project but 
it is not useless to start think- 


ing about it now. We will cer- 
tainly not be starting on this 
sort of thing for another 10 or 
15 years, but when v.e have 
exhausted all our other possi- 
bilities, we « ill have to turn to 
the sea,” Mr Fautrier says. 

Mr Padia, of the public 
works department, insists that 
the project is perfectly possible 
from a technical point of new . 
although at a cost which may 
not yet make it economically 
worth wlu to. 


"It is technically feasible, 
but I don't think public opinion 
is ready far it yet." he says. 

It may take a little while for 
public opinion to come around, 
but Professor Francois Dou- 
menge, director of .Monaco's 
Oceanographic Museum, is 
already preparing to spread his 
museum out under the sea. 

“You can do anything in 
Monaco, so long as it is excep- 
tional," he says. 


In Monte*Carlo; 
play 

the Winning Card ! 








When you book an S.B.M. 
Hotel, you are given the 
exclusive Gold Card which 
allows you the freedom of all 
the magnificent places owned by 
the Societe des Bains de Mer. 
Tliese include: the Hdtel de 
Paris, built for Crowned Heads; 
the exquisitely-appointed Hotel 
Hermitage; the stylishly modern 
Hotel Mirabeau; the Monte- 
Carlo Beach Hotel with Olympic pool and private beach; the historic 
and elegant Casino. 

MONTE-CARLO LONDON NEW-YORK 

DbtcritefoVtuts SOCIETE DES BAINS DEMER SOCIETE DES BAINS DE MER 

SOCIETE DES BAINS DE MER Tel (01) 995 8101 NEW YORK, N.T. 10022 

Td- 9330.8080 Tefax 939 016 SBML0N G Toll fret nomber 800 221 4708 

Tela 469 227 SBM HBS Telefax (Oil 995 8103 Telefax (212) 93 52 947 

Telefax 93.50.47.14 


LONDON 

SOCIETE DES BAINS DE MER 
Tel (011995 8101 
Tefcx 939 016 SBML0NC 
Telefax (01) 995 8103 
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Mecca for motoring enthusiasts 


Ferrari dominates classic car auctions 


MOTORING enthusiasts will 
be flocking to Monaco next 
week for the 48th Monaco 
Grand Prix. 

For many car-lovers, how- 
ever - especially those who 
cannot stand the roar of a For- 
mula One race or whose tastes 
run to something a little older 
or more luxurious - the high 
point will come earlier in the 
week, with two days of classic 
car auctions. 

Fittingly, for a town that 
boasts an Indecent number of 
the red-liveried monsters per 
yard, the auctions will be dom- 
inated by Ferrari. 

Sotheby’s is offering a rare 
1962 Ferrari, while Christie's is 
confidently expecting to top 
$55m with its sale. This 
includes a 1957 Ferrari 315S, 
whose estimated price of over 
812m, if realised, will smash 
the previous world car auction 
record, $8.8m for a Bugatti 
Royale sold in 1987. 

Classic cars have become 
Monaco's trademark as an auc- 
tion centre, but Its position as 
one of the' main European sale 
centres owes less to its motor- 
ing tradition than to its ambiv- 


alent position, half ingiria and 
half outside France. 

The principality has become 
more or less the French home 
of the two big international 
auction houses, substituting 
for Paris, where tight regula- 
tion of the auction business 
prevents them from conducting 
sales. 

In France, the auctioneer, or 
Commissaire Priseur, needs an 
individual licence which must 
be acquired from someone 
retiring from the profession, 
and then app roved by the Jus- 
tice ministry. 

With this official status, the 
Commissaire Priseur conducts 
public sales on behalf of the 
law courts or of the govern- 
ment, and also acts as the col- 
lector of registration duties on 
other sales. 

The Coznmissaires are far 
from being a negligible force in 
the world auction business; 
together, they are estimated to 
account for around 20 per cent 
of a world auction market 
which totalled some FFr40bn 
last year. 

They are, however, highly 
splintered. From being licensed 


individuals, some have begun 
to group into partnerships, but 
the largest of these .partner- 
ships, Ader-Picard-Tajan, still 
ha* less than one tenth the 
sales volume of Christie's, 
which has some 30 per cent of 
the world market, and less 
than one-fourteenth of Soth- 
eby’s, whose market share is 


Geneva or New York. The 
French Government, like many 
other countries, can forbid the 
export of a work of art, and 
also has a pre-emption right 
over any work which comes up 
for sale. 

At a sale conducted in 
France, this presents no prob- 
lem for the seller, for the pre~ 


Classic cars have become Monaco’s 

trademark as an auction centre 


around 40 per cent. 

In addition, the Commis- 
saires Priseurs have only 
recently been allowed to bring 
in outside shareholders - up 
to 25 per cent of their equity - 
and have always complained of 
being short of the capital nec- 
essary to finance big interna- 
tional sales. 

The monopoly of the Com- 
missaires Priseurs has pre- 
vented foreign auctioneers 
from conducting sales inside 
France, but French laws have 
also made it rfiffinnTt for them 
to take works of art from 
France for sale in London, 


emptlon is exercised at the 
hammer price. If the work is to 
be shipped to London, say, for 
auction, the preemption takes 
place at customs, and on the 
basis of an estimate price 
agreed between the auctioneer 
and the seller as a wiiTifamw 
reserve, rather than at full sale 
price. 

Auctioneers do not say so, 
but export estimates have also 
sometimes been set on the low 
side with the aim of avoiding 
tax or exchange control diffi- 
culties. 

Monaco represented the 
answer to this problem, for 


pre-emption by the French 
Government is exercised at the 
hammer, not at Customs. The 
business has thrived, and Soth- 
eby’s last year more than dou- 
bled its sales to FFr570m, 
though this figure was boosted 
by the de Ganay collection. 
Including two Leonardo draw- 
ings. Christie’s, which started 
later in Monaco, tripled its 
sales in 1989 to FFz332tn. 

“It is an important base for 
us. Without Monaco, all our 
efforts in France would come 
to nothing," comments Mr 
Francois Curiel, managing 
director of Christie's Europe. 

“We sell in Monte Carlo 
things which we believe are to 
a French taste: 18th century 
furniture. Old Master paintings 
and drawings, 19th century 
paintings and drawings, 
French silver, Chinese porce- 
lain. art nouveau and classic 
cars,” says Mr Julian Barxan, 
head of Sotheby’s in France. 

Buyers come from all ova:, 
but sellers are for the most 
part French, except for sales of 
porcelain, art nouveau and art 
deco - for which DE regula- 
tions make it difficult to con- 


New projects at Monaco’s Oceanographic Museum 

A centre for marine exploration 


A BUILDING as massive as 
Monaco's Oceanographic 
Museum can scarcely be said 
to “perch," yet its spectacufor 
site, precariously overhanging 
the Mediterranean, 280 feet 
below, makes the word seem 
appropriate even for this vast 
stone bulk. 

Inside, the Oceanographic 
Museum, which opened in 1910, 
perpetuates the passion of 
Prince Albert I of Monaco for 
the sea - a passion which led 
Mm on 28 scientific voyages 
around the world. 

Today, its 90 aquarium tanka 
housing 450 species of fish pro- 
vide the lure to make the 
Oceanographic Museum the 
most visited museum in the 
French, hexagon, after the 
main Paris museums. 

But the building also houses 
an important reference collec- 
tion of scientific specimens, 
many of them collected by 
Prince Albert on his research 
yacht, the HirondeUe; also a 
major oceanographic library 
and an Important marine 
research activity. 

Taking its cue from Prince 
Albert I, Monaco has always 
played a leading role in ocean- 
ographic research, particularly 


within the Mediterranean. The 
Principality, backed by the 
International Commission for 
the Scientific Exploration of 
the Mediterranean Sea 
(CIESM), gave the impetus 
which lea to the signature of 
the Ramoge environmental 
protection agreement between 
France, Italy and Monaco in 
1976. 

Professor Francois Dou- 
menge, director of the Oceano- 
graphic Museum as well as sec- 
retary-general of the CIESM - 
Prince Rainier is its president, 
as his great-grandfather Prince 
Albert was before him - 
argues that the museum can 
play an important part in 
awakening public awareness of 
the dangers to the marine envi- 
ronment - “we cannot be emo- 
tional about this - we have to 
work on the real, not the emo- 
tional — “if we can make the 
public understand, for exam- 
ple, how the sea lives on 
planckton, they will easily be 
able to understand why any 
maritime pollution is a catas- 
trophe," he says. Professor 
Doumenge took over at the 
beginning of last year from 
Commandant Jacques-Yves 
Cousteau as head of the 


museum, after a distin guishe d 
career as a tropical oceanogra- 
pher and specialist in fisheries 
and acquaculture. He believes 
there is too little awareness of 
the importance of the oceans 
in maintaining the ecological 
balance of the planet - “coral 
reefs are the biggest converters 
of carbon dioxide in the world 


The Oceanographic 
Museum adds impetus 
to environmental 
awareness 


- “fifty per cent of all carbon 
dioxide is fixed by coral reefs, 
so any damage to them can 
have for more serious conse- 
quences than the greenhouse 
effect or coal-fired power sta- 
tions,” he says. 

“The oceans are a very 
Important regulator. The Ama- 
zon or the Congo are a few per 
cent of the global system, but 
the oceans are 80 per cent.” 

Monaco's Oceanographic 
Museum has recently accom- 
plished its own exploit which 
may one day prove crucial to 


the survival of the world’s 
coral, with the setting up in an 
aquarium of the first self-sus- 
taining coral reef. To the 
casual visitor, the reef seems 
like just another, if particu- 
larly lively and colourful, 
aquarium tank, but in fact it 
represents a significant techni- 
cal achievement. The museum 
transplanted 40 cubic metres of 
rocks, sand, coral and fish 
from a reef near Djibouti. 

“Microcdan” technology 
developed by the University of 
Nice allows the reef to live as a 
microcosm, without any exter- 
nal tillering or additives, with 
the exception of small quanti- 
ties of bacteria needed to main- 
tain a precise equilibrium. 
Inaugurated in November, It 
has already produced results, 
as its corals start to grow 
a gain. 

The patented “Microcdan" 
technology, developed by the 
University of Nice, allows the 
reef to live as a microcosm, 
without any external filtering 
or additives, with the excep- 
tion of small quantities of bac- 
teria needed to maintain a pre- 
cise equilibrium. 

Inaugurated in November, it 
has already produced results. 
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as Its corals start to grow 
again - “just as you nave 
nurseries for trees, so you 
could have a nursery for coral; 
already some of our corals are 
creating problems because of 
the size they are growing to. 

That could open the way to 
an acquaculture which would 
allow you to sell coral curios 
without pillaging the natural 
environment," be suggests. 

“The problem with acquacul- 
ture is time. It takes you 30 
years to develop a technology. 
Look at salmon, which at first 
were formed to Tepopufole the 
natural environment, and 20 
years later are formed for the 
table.” 

If this comes to pass, it may , 
be the Mediterranean, whose 1 
corals have been devastated by 
pillage and pollution, which is 
in most urgent need of repopu- 
lation. Prof. Doumenge is 
gloomy about the prospects of 
the Mediterranean which 
washes against the rocks below 
his office windows - “the Med- 
iterranean is a sea which has 
disappeared several times In 
its history and which is geolog- 
ically threatened with disap- 
pearance again. Now it is also 
threatened by the sheer human 
density on its shores.” 

“Pollution in the Mediterra- 
nean is trapped, so It is more 
dangerous than In the open 
sea. The big oceans act as 
shock absorbers for pollution, 
but the closed seas, like the 
Caspian, the Great Lakes and 
the Mediterranean, act as 
amplifiers.” 


duct sales in London, since 
British Customs officers tend 
not to regard art deco objects 
as art, and subject them to 30 
per cent import duly. 

Both auction houses act 
technically under the aegis of a 
Monegasque court bailiff, Soth- 
eby’s in the prestigious prem- 
ises of the Sodetd des Bains de 
Mer (5BM), and Christie’s in 
the Loews and Metropole 
hotels. 

In France, auction commis- 
sions on big lots are limited by 
law to 4^ per cent, of which 2 
per cent goes to the govern- 
ment In Monaco, the auction 
houses can charge U per cent 
although this most be shared 
with the court b ailiff and 
includes registration duty: 
This duty used to stand at 5 
per cent but It was lowered to 
2 per cant at the beginning of 
this year, so increasing the 
auctioneer’s margin - a sign 
of Monaco’s eagerness to keep 
its auction business. 

“The auctions are above all a 
source of prestige. They-eorre- 
spond entirely to Monaco’s 
image of quality," says Mr 
Jean Pastorelli, the Finance 

Minister. 

But what will happen to 
Monaco if France’s auction 
monopoly tumbles in the face 
of the single European market? 

Observers argue that while 
the Paris Co minis saires Pri- 
se urs still prevent Commis- 
saires from other French towns 
from selling on their turf, the 
monopoly is still for from dead. 

In any case, if commissions 
are still limited to 4.9 per cent, 
neither Sotheby's nor Chris- 
tie’s will be hurrying to con- 
vert their Paris offices into ful- 
ly-fledged salerooms, even 
though both, dearly, are pre- 
paring busily for the day that 
they can do business in Paris. 

“We believe the advent of 
the Anglo-Saxon auctioneers 
would restore Paris to the pre- 
eminent position in the art 
market which It enjoyed up to 
the 1950s," says Mr Barran. 

Tbis does not mean that 
Monaco is destined for oblivion 
as an auction centre once Paris 
opens up." . 

T think that just as we have 
Geneva, for example, speci- 
alised in small precious 
objects, jewels and silver, so 
Monaco will still have its place, 
even if Paris opened up," says 
Mr Curiel of Christie’s. 

“Monte Carlo is a centre in 
Its own right. I would still cer- 
tainly keep it for sales, espe- 
cially for glamorous events," 
adds Sotheby's Mr Barran. 

Mr Pastorelli. too, believes 
his country can keep a role as 
an auction centre -“there is 
enough business for everyone. 
We have sales which are 
important at our level, but on a 
European scale it is hardly 
major. In my opinion, Monaco 
threatens noone" 



Cars racing in the Monaco Grand Prix 


Record prices expected 


A NEW world record price 
for any motor car is expected 
to be set by Christie’s In 
Monaco on Tuesday, May 22, 
when the famous 1957 Ferrari 
315S (pictured below) is 
expected to bring a pries of 
mors than $12 zil 

The current record price 
for any car stands at S8-8m, 
established by foe Bugatti 
■ Royale, sold by Christie’s In 
London In November, 1987. 

The Ferrari — which was 
raced by champions and Is 
fitted with a 18 Uire engine 
— wffl highlight a significant 
group of classic cars at the 
auction which could bring an 
International record total for 


.. — ■ 


any car sale of around S55m. 

The sale of more Own 40 
cars includes some of the 
rarest models of Ferrari, 
MasaratZ, Alta Romeo and 
Bugatti models, as well as 
seven Formula One racing 
cars. 

In a new initiative, the 315S 
is being exhibited In Tokyo, 
Hong Kong, New York, 

London and Paris. 

One of the five built for the 
1957 racing season. It became 
one of the manufacturers 
most powerful models and 
was raced by ehamphms such 
as Mike Hawthorn and 
Maurice Regazzonl. 
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CENTRE OF 
MONTE-CARLO 

Conference and meeting rooms to let on daily 
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